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pal author or authors of each volume carried the major respon- 
sibility for it. To varying degrees, all members of the research 
"^team contrihuted to most of the volumes, and their contributions 
are mentioned in tlie acknowledgments. This report is the fourth 
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process; 2) the congruence or incongruence of such objectives among the several 
agencies; and 3) the practices and procedures that build confidence in the 
fairness of the budgetary process* 

Reports based on the study describe and analyze the organizational 
structures and staffing of state-level agencies and the progress of institutional 
budget requests through these agencies from the time that prebudget submission 
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The primary emphasis is on the budget review and analysis process and the 
procedures used by the state agencies; the study concentrates on the adminis- 
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tions, of higher education* 
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use of Inforfnation systems and analyHc techniques; and thu dilemmas involved 
In the design of budqef processes^ olong with a step*'by-brep analysis oF budget 
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Each volume resulting from the three studies draws on significant findings 
of the other studies yet stands alone as a complete book^ However, awareness 
of the full panoply of social ^ political, ond economic variables that we found 
in stafe budgeting for higher education can be gained by review of all the 
volumes, We earnestly hope the readers learn a?; much froin our research as 
we did In conducting it» A complete list of the volumes is found on the bock 
cover of this book , 
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Introduction 



If Is unusual for a decisionmaker not to seek some maans to routinlia 
the process of making decisions, especially in those situations which recur fre- 
quently. This need to simplify is a driving force underlying the behavior of 
most budgetars. Budgetmaking, a very repetitive activity^ follows a cyclic pat-- 
tern, usually with a period of one or two yeari* That is, the strongest deter^ 
minont of this year's budget Is last year's budget* Consequontly, many of the 
r decisions to be made this year are actually modifications of those made last 
year. If the budgeter con develop a decisionmaking f^'amework which will en- 
able him to make essentially the same kind of decision this year as last year in 
only a fractloh of the time and with only a fraction of the effort, he will be 
able to make his job much simpler. The budgeter needs o decision rule which 
will serve as a basis for agreement in dealing with competitive interests. 

The most difficult budgetary decision, obviously, is determining who 
gets how much. Ideally, the budgeter would Ilka to have a decision rule 
which, once established/ could be used every budgetary cycle to allocate re-^ 
sources. Such a decision rule, or formula, is being adopted by a number of 
states to justify budget I'equests from and to allocate resources to the higher 
education sector, A recent study Indicates that formal budgetary formulas are 
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in use In 25 statei. Many more states undoubtedly employ guidelines or aidi 
to cQlculatron, which are in fact formulas without the stigma of rigidity at- 
tached to their lobeU, Some formulas were devised by institutions ©f higher 
education and submitted to the coordinating agency or governor's budget 
office as a proposed me? : of insuring an equitable distribution of state re- 
sources among all public instltutloni in the state. However, most states em- 
ploy decision rules developed jointly by Institutions, coordinating agencies, 
and state agencies (i.e., governor's budget office or legislative analyst's 
efflce), or rules that are Imposed on institutions by state agencies and coordi 
nating agencies* 

On the surface a formula appears to be nothing more than o mathe- 
matical relationship stating that under certain conditloriS (e,g,, a level of 
enrollment) an Inititutlon will receive X dollars from the state. In fact, a 
formula Is a combination of technical judgments and political agreements. 
Because the formula a set of guidelines for the dUtrlbutlon of scarce re- 
sources among competing Institutions, there Is a considerable amount of self- 
interest reflected in Its establishment and use. The political dynamics of 
formula budgeting is the subject of this study. The technical details of 
formulas are discussed only to the extent necessary to understand the strategii 

The purpose of this research effort is to determine: 1) why formulas 
are used In the budgetary process of public higher education, 2) what organi 
zatlons play an active role In the development of the formulas, 3) what 
strategies and counterstrategies are adopted by the participants in the formula 
budgeting process for public higher education, 4) what consequences- derive 
from the organizational strategies, and 5) what functions are performed and 
what dysfunctions result through the application of budgetary formulas. 

This study focuses both on the historical development of budgetary 
formulas used in or closely related to the instructional function in California 
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Illlnoii, and lexQ%, and on current practices. In part-iculor^ the ennphasis is 

on the jnterDrganizQtianal relationships between executive and leg Illative 

Vij' 

budget agencies, coordinating agencies, and institutions. The risk of present- 
ing detailed accounts of the development of budgetary formulas ii that the 
reader will learn far more than he may want to know about the subject, 'One 
can argue that the risk is justified because the particular policy environment 
of a budgetary process together with certain assumptions about human behavior 
in organizations do, much to explain the behavior observed* 

The analytical and theoretical questions which have shaped this study 



are; 



1 , What strategies and counterstrategies are adopted 
by each organizational level in a higher education 
system^which employs budgetary formulas? 



a* ;HoW do formula budgeting strategies vary 
with formula structure? 

b. How does formula structure vary wiih^ 1) 
economic conditions^ 2) political leader- 
ship^, and 3) genera! socio! conditions^ 
both within a state and across states? 

What ore the consequences of the organizational 
strategies and counterstrategies for uncertainty 
reduction and the locus of budgetary control? 

a. What is the relationship over time between 
formula structure and locus of control? 

b* Which factors constrain each organizational 
level's flexibility In the use of budgetary 
formulas? 
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What is the relationship between an organi- 
zation's (leve|-s) position (i^e,^ as a locus 
of influence) and its administrative role? 
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d. What is the pattern of incentives and dis- 
ineentivas created by a formula structure 
for Qctori in the budgetary process? 

3. What functions are performed and what dysfunctions 
result through the application of budfetary formulas? 

4, What Is the role of the budgetary formula In the cost- 
ing and pricing of higher educational services? 



FOOTNOTES 
Chapter 1 



" Gross, F.M. "A Comparative Analysis of the Existing Budget For- 
mulas Ued for Justifying Budget Requests or Allocating Funds for the Oparat 
ing Expenses of State-supported Col leges and Universities," (Unpublished 
EdD dissertation^ University of Tennessee, Knoxville, Tennessee, 1973,) A 
summary was published under the same title, Monography No* 9, Vol ; 14. 
Knoxvllle, Tennessee! Office of Institutional Research, University of 
Tennessee,' December 1973. 

^ This assertion is based upon a preliminary analysis of dora from 
the State Budgeting for Higher Education project, Center for Research and 
Development in Higher Education, University of California, Berkeley. 
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2« 

A Framawork for the Analysis of 
Fdrmula Budgeting Behavior 



THE BUDGETARY FORMULA 

Before outlining the study's theeretfaal fsundatlon, the notion of 
formula needs elaboration to establish an eKtenclad meaning t A formula Is 
defined teehnlcally as a declilon rule of unipeclfled compleKlty and domain, 
"imposed" on Instltutloni of higher education by state agencies and used as an 
aid to calculation for generating and reviewing Institutional budget requests 
©r pacts thereof* ^ A budget formula eon assume any number of meanings, de^ 
periling on use. A formula Is an aid to calculation, or decision rule, used to 
reduce the compleKlty of the budgetary process. The decision rule enables 
thp^ budgeter to focus on the same key aspects of the process without having to 
establish a precedent or make a new decision every year. A formula Is a set 
of assumptions on the function of organizations; that is, it is a simplified ' j 
description of organizational behavior. Closely related to this meaning, a 
formula Is a set of priorities. The structure of the formula, especially Its rate 
scKedule, represents the relative weighting of the various budgetary categories^ 
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included in the formula* (In most cases the instructienal-area formula is 
only one of several formulas used to generate the total institutional operating 
budget requests^ However^ because the operating budget Is in large part com^ 
prised of Instructional costs^ instructional-area formulas are probably the most 
important of the decision rulesO 

if 

The formula con be o set of standards for institutional operation* 
States often aggregate data from other states with comparable systems of 
higher education to develop norms* A formula is sometimes a guideline For 
further negotiations* Because it Is very difficulty If not im^ssible^ to budget 
Q complex organization in a changing environment by relying entirely on a 
set of mechanical relationships^ the formula establishes the areas of discretion 
and the limits of debate* A formula is a type of organizational memory; it is 
an accumulation of past decisions^ commitments^ and agreements* With 
decisions on future actions based on past commitments/ the formula also be^ 
comes a stabilizing mechanism* At the same fimm, the formula^ can be a con- 
straint on change^ — the adoption of certain decision rules limits the possible 
alternatives* 

A formula can be perceived as a contracts In return for agreeing to 
abide by the formula guidelines^ the Institutions (or lower levels) expect to 
receive the funding developed through the formula. Sometimes state funding 
agencies may expect Institutions to expend funds in the same pattern used In 
requesting the resources^ In the latter sense^ a formula can be a control de- 
vice. Higher- level authorities can require that lower levels allocate funds 
strictly in accordance with the formula framework; these same higher levels 
can monitor resource allocations by using the formula as an audit track. As 
will be later argued^ the meaning of a formula depends upon its use and the 
user's particular strategies. 
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Functions Parformed by Formulas 

Formulas reduce the uncertainty inherent in the budget process^ this 
uncertainty stemming from three principal sourceii the compleKity of the 
budgetary proceii^ role conflict resulting from the differences in eKpectotions 
among orgoniEOtions In the higher education budgetary proceis^ and role 
strain (l*e./ the intraorganfzatlonal tension which results when an organiza- 
tion faces multiple sets of obligations) within an organization , These uncer- 
tainties can be illustrated as follows^ 

Complexity (includes UNCER- Need 

lack of knowledge of — — > TAINTY-^ for 

cause/effect relation^ simpli- 

ficotlon 



Differences in expecta-^ . Inter- instability ^ UNCER= Need 

tlons among organizations organi- TAINTY ^ for 

zationai ^ accom^^ 
strain modotfon 

Role strain (internal) Intra- Instability ^ UNCER- Need 

organ!- _^ TAINTY^ for 

zationai accom-^ 
strain modotion 

The formula is part of a negotiated environment • For state agencies^ the 
formula puts dollar limits on the total institutional requests so that institutions 
will not "drain the state treasury''^ for institutions^ the^rmulo guarantees a 
minimum support base* 

Formulas perform four primary rnterrelated but separable functions 
which lead to uncertainty reduction for oil participating organizations* Firsts 
formulas lessen the complexity o^ budgefoiy standards. Regardless of whether 
fhe coefficients in these relarionihips ate Dased upon coif arialyses, estimates, or 
normative speculation^ the formula reduces budgeters' concerns for the unknown 
coniequences of long linkages of cnuse-effect relationships* 



Secondly, formulas serve as a maans of accommodation among organi- 
zations {i.B^f to reduce the strain which develops from a low degree of con- 
seniui of expactations among the organizations involved in the budgetary pro-' 
cess)* The roles which organizations assume lead to a natural tension between 
them. Each state agency has expectations for the institutions (i.e., in terms 
of programs offered, audiences served, oparating procedures, etc.) which are 
more or less at odds, at least at the margin, with those of other agencies or 
the institutions. The origin of much Institutional uncertainty on how much to 
request and the state agencies* uncertainty on how much to spend is the itrain 
between these organizations. Mutual accommodation is obtained through 
agreement on formulas. The degree of accommodation depends, of course, on 
the extent to which a formula Is accepted as legitimate by all organizations 
in the budgetary process* Nevertheless, formulas provide an agreed-upon 
framework for discussion. They define the elements of the debate, including 
the kinds of data and analysis required. Accommodation also extends to re- 
lationships between Institutions. Competition diminishes when an open, 
agreed-upon system of resource allocation Is used. Although there will al- 
ways be an unequal distribution of resources, the inequality is more readily 
tolerated when open, accepted, "oblectlve" allocation rules are used. 

A similar argument holds for accommodation within an organization. 
Uncertainty arising from an organization's difficulty In meeting its role de-- 
mands can be mitigated somewhat by Internal agreement on decision rules 
which govern a great part of the organliational behavior. The analysis of 
this paper will not focus specifically on uncertainty caused by organizational- 
role strain; rather, the framework will examine uncertainty due to differences 
in expectations among organizational levels as the chief ingredient cf inter- 
organizatipnal role conflict. 

24 
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Thirdly^ formulas establish tha limiti for the increment amount to be 
added to or subtracted from the budget base* How tightly these limits are de- 
fined depends on the degree of coniensus on the formulo structure and the de*^ 
gree of formula detaiL Regardless of the level of specificity, the formula 
provides bounds for further negotiation on the size of the increment; the more 
detailed the formula, usually the more explicit the confines open to negotia- 
tions Where organizations might otherwise look to their environments for 
indicators of limits which should be placed on the budget Incrementi formulas 
perform this function* 

The fourth function of formulas ii closely related to the second* Form- 
ulas become the "ob[ectlve" basis for the determination of institutional "fair 
shares," vhe convergence of eKpectations on apprcKlmately how much each 
Institution should receive* Again ^ the "fair share" is interpreted as being a 
bit fairer if the grounds for determination are reasonably consistent across all 
Institutions . 

FORMULA BUDGETING BEHAVIORi ANALYTICAL ASSUMPTIONS 
FROM ORGANIZATION AND BUDGETARY THEORY - 

The behavioral model of the budgetary process to be used In this ana- 
lysis is based on three principal assumptions, Firit^ the budgeter adopts 

strategies to reduce the uncertainty caused by the contingencies and con- 

2 , * 

stralnts In his working environment," Secondly, the budgeter Is Simon's pro- 

- 3 

blem=solver, working incrementally within the limits of bounded raHonality, 
Thirdly, the budgetary process for Institutions of higher education takes place 
within the context of a system of roles very much like Wildavsky's cutter/ 
spender dichotomy In the federal model *^ The first two aisumptions will next 
be examined; the third assumption concerning roles will be later analyzed in 
connection with the analytical variables adopted in this study* 
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UncertQlnty Reduction 

In attempting to explain formula budgetmg behavior, this analyiii is 
grounded in Thompson's organiiotional framework in which complex ©rgani- 
zatloni are seen as -'open systems, hence indeterminate and faced with uncer= 
tainty^ but at the same time subject to the criteria of rationality and hence 
needing determinateneii and certainty, The premise underlying this frame*' 
work Is that man is very uncomfortable in uncertain situations, Consequentiy, 
It fQllows that most organizational actors will seek to engage in activities 
which reduce uncertainty/ or at least make life no more uncertain, Cyert and 
March note that organizations tend to use simple rules and basic , simple pro= 
cedures to cope with environmental conditions*^ Simple rules are more easily 
learned and follov/ed than complex ones. Furthermore/ organizations tend to 
maintain their rules once adopted* It Is not always easy to get agreement on 
decision rules; hence agreed-upon rules will be abandoned only in times of 
great stress. A formula Is one example of such a decision rule* It can be 
simple or complicated; the Important factor is whether the formula makes a 
complex or uncertain process any simpler or more certain* Once a formula is 
found to work, it will usually be maintained until environmental conditions 
render it a liability. 

Actors In the budgetary proceii, whether individuals or organizations^ 
further seek to reduce uncertainty by arranging o negotiated environment* 
Man Is unable to anticipate/ with any significant record of success, the future 
actions and reactions of his environment. This failure is becoming Increas- 
ingly common as the indlvlduQi's (or organization's) environment becomes ever 
more complex* The causal texture of the environment is becoming so complh 
cated that events In parts of the environment without any direct relationship 
to the focal Individual or organization frequently have an unexpected impact 
because of these unknown causal linkages. A negotiated environment reduces 
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somewhat fhe need to anticipate the reactions of others In the environment; 
Instead^ a kind of contract results whereby each organization (or Individual) ' * 
minimizes the Impact of Its actions on the other. A formula Is on element of 
such a negotioted environment. By accepting a formula, the state budget 
office or coordrnarmg agency agrees to fund, under stated conditions, Instl^ 
tutions to the level specified in the formula. What Is meant by "funding to 
the level specified In the formula" Is, of course , subject to negotiation. The 
Institutions can, however, be fairly certain that If conditions are met, fund- 
ing within revenue constraints will follow* 

A third organizational response to uncertain environmental conditions 
is the bulld=up of "organizational slack, "^ Organizational slock Is the dis- 
parity between the resources ovailoble to on organization and the resources re- 
quired to maintain the organization at a given level of performance , These 
surplus resources':'^ iri the form of time, money, or effort'-=are used to Increase 
flexibility within an organization and to reduce the organization's dependence 
upon other organizations , Slack is an aid to calculation because It alleviates 
the need for ''exactness" in other budgetary calculations* Furthermore, the 
flexibility gained through the possession of excess resources enables one to 
accommodate unexpected demands* Cyert and March extend this argument, 
indicating that slock operates to stabilize a system in two ways: " 1) by ab^ 
sorbing excess resources, it retards upward adjustment of aspirations during 
relatively good times; 2) by providing a pool of emergency resources, it per- 

8 

mits aspirations to be maintained (and achieved) during relatively bad times*" 
In short, slack is a hedge against uncertainty* Hirschmon even makes the as- 
sertion thot slock Is continuously being generated In all organizations and 
9 

systems. 

Slack is on imprecise concept, usually difficult tV operationolize or 
measure in the field* Whereas Cyert and March note "no significant evidenca 
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for the conicioui rationalization of slack In business firms'' and claim that 
slack is unplanned, it can be argued that a significant fraction of the ^^^a'.^ 
organizational slack Is planned In the higher education budgetary process. 
In particular, the search for slack Is on Important element In formula budget- 
ing behavior. Soma slack Is planned beeausa It Is easily quantified in terms 
of the formula. For example, the effect of a change In formula rates can be 
calculated to the fraction of a fulhtime-equNalent (FTE) faculty member. 
Thus, the amount of slack In terms of PTE faculty can be adjusted by altering 
the formula rates, Tlie strategies embraced by the various budgetary actors to 
insure the availability of soma slack for thamielvas, or to manipulate the slack 
of othars, are to a large extent dependant on the administrative role of the 
actor, as will be noted In a subsequent section. 

Incramentalism 

Budgetary behavior tends to be largely Incremental for sevaral reasons. 
Constraints of time and Information restrict decisionmakers' ability to recognize 
and evaluote all relevant damands and resources. The announcement of long- 
range goals and the establishmant of prior ftles among actors In the budgetary 
process Is discouraged, for it might Introduce conflict among various organH 
zations or parties which might otherwise agree on a specific course of action. 
Also, the participants In the budgetary process simplify their task of calcula- 
tic . by concentfating on the relatively small parts of the budget which can be 
changed without ynmanageable political repercussions. Frequently the com- 
ponents of a budget will be reviewed In sequence rather than togather, there-^ 
by reducing the number of items an evaluator must consider at any one time. 

As last year's budget includes all outstanding commitments, it is the 
biggest detarminant of a current budget. These commitments mirror the balance 
of Influence among the competing Interasts, this balance shifting slowly over 
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time. Most Institutional activities have a claim to a share of the total higher 
education budget simply because they have created a set of expectotions 
among conitltuent groups in the environmenfp That ii^ these activities have a 
perceived value ^o elements of the environmenK Most conflicts arise from the 
claims made by Institutions seeking changes in the existing budget. Compet- 
ing institutions pose a less serious threat to one another (or to some arbiteff 
such as €1 coordinating agency or budget office) as long as incremental rather 
than major changes are sought. Of course^ the most significant constraint on 
change is the set of fixed commitmenti already built into the budget* For ex- 
ample^ personnel salaries consume the largest part of the budget. And like 
other fixed costs such as utilities and maintenance^ personnel levels cannot be 
reduced below some minimum figure without seriously impairing the organiza- 
tion and creating a political backlash. 

An important concept underlying uncertainty reduction strategies in the 
budgetary process and closely linked to Incremental behavior Is budget base 
sanetlty* Budget base sanctity is the degree to which the budget base is in- 
violate during the budget formulation and review processes* It is a function 
of both the availability of state resources for higher education and the type of 
formula structure (i.e*^ "comprehensive" or "Incremental"). In times of 
steadily growing budgets, the budget base Is usually accepted as fixed by both 
the Institution and review agencies. Most attention is therefore given to the 
size of the increment to the base. 

Under conditions of leveling and declining resources, the budget base 
is more susceptible ro close scrutiny. A comprehensive Instructional formula 
creates an entirely new budget each cycle; additions to existing programs or 
even new programs can someHmes escape scrutiny by being hidden in the complete! 
new budget request^ assuming that a plannlng-^programming-^budgeting (PPB) 
format Is not used. This makes budget review difficult. Therefore, 
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ft seams that Institutions will adopt certain stmtegiei to avoid close review 
in order to maintain as much operational fleKibillfy ai possible. An incre-^ 
mentol formula, on the other hand, takes the base as a given and focuses 
primarily on increments or decrements to the budget base in the form of new 
or expanded or discontinued or contracted programs or services. The assump= 
tion is that the budget base is too complex to warrant spending the time and 
effort required to review it* Additionally, a budget consists of a complex set 
of established agreements, hence the existence of a "let's not open up the 
whole can of worms" attitude. Given the present self-perceived understaff- 
ing of many state coordinating agencies and budget offices, the focus on 
Increments and decrements is probably the best approach. 

Incremental budgeting appears to afford participants a good opportu- 
nity to obtain on equitable share of this year's resources, for this year's dis- 
tribution will usually differ only slightly from last year's* Equity Is the 
participant's perception of "fair share*" From still another perspactive, it is 
a tolerable level of funding inequality among institutions. Here, the notion 
of fair share is used, as Wildavsky employs it, in a relative sensei Fair shore 

"reflects a convergence of expectations on roughly how much the agency is to 

. ^ . L ,,13 

receive in comparison toothers* 

It is hypothesized that most state formula systems were introduced for 
at least three Important reasons: 1) to insure that all Institutions received a 
"guaranteed" minimal level of support; 2) to avoid the costs associated with 
dealing with institutions on an individual basis (l*e., complaints of nonunl- 
form treatment, development of as many strategies as institutions, etc) by 
treating all Institutions alike; and 3) to provide equity — the same funding for 
the same programs or conditions* 

Closely related to equity are two other eonceptsj objectivity and uni^ 
formity. Objectivity is the perceived "apolitlcalness" of the budget process 
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(the degree to which fhe procesi Is neutral in terms of special interests), Unl" 
formity of the formula is the degree to which It is applied equally to all insti^ 
tutions within a system and fo all systems^ but recognizing different functions 
or programs. Because it is difficult to separate these concepts operationally^ 
in the following analysis they will be combined into a fairneis image* One 
reason for this aggregation is that it will be unlikely that a participant who is 
not getting his "fair shore" would admit that the process is objective or uni*- 
form , 



ANALYTICAL VARIABLES 

Formula budgeting behavior^^the strategies and counterstrategres em^ 
ployed by participants in the budgefary process and the consequences of these 
actiuns-^can be explained in terms of four variables: formula structure^ ad- 
ministrative role^ organizationoi structure^ and climate. 

Formula structure Is the technical framework of the decision rule^ in = 
eluding the variables and coefficients which comprise the mathematical re = 
lationships. Administrative role is the set of expectations of behavior associ-^ 
ated with each organizotion in the budgetary process. The interactions 
between organizations characterize the organizational structure* 'Ctimate Is 
a lumped parameter which provides a sense of a state's political leaderships 
economfc conditions^ and general social trends. 

Formula Sfructure 

Formula structure Is the variable which provides the primary analytical focus 
of the study. Structure is the decision rule's technical framework/ i^ncluding 
the organiEational parameters, the relationship between parameters and fund- 
ing levels, and the data base. Once the structure Is set^ It becomes an 
imporrant element of the context within which budgeting takes place*-it Is 
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hypothesized that formula budgeting behavior depends heavily upon formula 
structure, 

BecQuse the following analysis Is not Intended to emphasize the tech- 
nical details of budget formulas, the possible varratlons in formula composition 
will be described briefly. Assuming that a formula is nothing more than a 
mathematieal relationship, this relationship con be separated into its two con- 
stituent partsi the variables which provide the basis for the budgetary formulas 
and the coefficients, or rate schedules, which determine the level of funding 
assQciated with each formula. The possible variables come in all forms, the 
following among the most frequently usedi student/faeulty ratio, by level of 
student or level of instruction; student credit unit per weekly faculty contact 
hours; student credit unit per faculty FTE; unit cost, either Instructional 
dollars per student credit unit or instructional dollars per FTE student with 
direct or indirect base; cost per degree; and state economic conditions 
{percent of state personal income). 

The potential bases, or points of departure, in setting coefficient 
levels arei historical perspective; the continuation of the current level plus 
or minus allowances for price and technological changes and new programs 
over time; Intermstltutional or intersrate comparisons; or response to a societal 
or student requirement for a particular program, with relatively less considera- 
tion of given cost factors. 

It IS assumed that dimensions of formula structure most relevant to a 
. subsequent classification of budgetary behavior are: the manner of formula 
application (Ke., comprehensive vs. Incremental); the degree to which the 
numerical factors in the formula (e.g., unit costs or rate schedules) are nego- 
tiable; and the type of data base against which the formula is applied. These 
dimensions can be used to generate the following four-cell typologies. 
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Degree fo Which Formula Numerical Fnn^ors fl.e,^ Rate Schedules) 
are NagoHable: 



MANNER OF 

FORMULA 

APPLICATION 



Comprehens ive 
("Zero-base") 

Incremental 
("Base-plus") 



Low 

NegoHabil ity 



High 

NegoHabil ify 



Type of Data Base Against Which Formula is Applied! 



Hiitorical 



MANNER OF 

FORMULA 

APPLICATION 



Comprehensive 
("Zero-base") 

Incramental 
("Base-plus") 



Projacted 



The degre^^^hlch the formula numerical factors (l*e*^ rate sched- 
ules or unit costs) .^^negotiable is a measure of the amount of flexibility in 
the setting of forrn^^otes . The type of data base against which a formula is 
applied is classifieHn one of two categories' historical or projected. The 
historical data base incorporates data (e.g,, on enrollments or student credit 
hour productivlt^^om budgetary cycles prior to the cycle for which a request 
Is made. If, for e^^ple, a system uses historical rates without any adjust- 



ment, the data base would be classified in the low-negotiability cell. How- 
ever, a profected data^aie Is a forecast of the cycle for which the request. 
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based upon historical data patterns^ is made. In its simplest form, a formula 
rate multiplied by an element of the data base (e,g*, an enrollment figure) 
generates the request for resources. The decision of where to locate states in 
the typologies is mode somewhat easier by focusing on the instructional pro- 
gram portion of the operating budget In the following analysis. 

The "manner of application" dimension refers to the formula usage in 
generating and reviewing budget requests* A "comprehensive" or "zero^base" 
instructional formula generates an entirely new instructional budget with each 
budgetary cycle* For example^ if the formula is enrollment-driven (as most 
are)^ It Is applied, in some fashion^ to the totpl student enrollment (i,e,, 
either projected or historical data) for l^hat budgetary cycle to determine the 
resource needs for instruction. An "incremental" or "base-plus" instructional 
formula takes the budget base (I.e,, usually last budget cycle's appropriationi) 
as given and focuses on changes in the base* Thus, if enrollments are ex- 
pected to change, or actually did change In the case of an historical data 
base; the formula is applied only to that enrollment change. This applica- 
tion Will compare this year's budget with last year's budget. 

Administrative Roles 

A variable which provides a secondary analytical focus is the admin- 
istrative role. Wildavsky defines roles as "the expectations of behavior at- 
tached to Institutional positions*""^ More generally^ a role Is the set of 
prescriptions defining what the behavior of a position member should be. 
Each level In the budgetary process assumes one or more characteristic roles 
which are determined by: the relative Influence of one organization vis-a- 
vis the others In budgetary matters; expectations— both the organization's 
aggregate evaluative standards (e.g., evolving from individuals' educational 
■ backgrQund and work-related experience) and other organizations' standards; 
and the sanctions associated with a particular activity or behavior, 
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A model of strategic interactigns between levels which Is applicable 
to all statai Is presentad diagrammatical ly In Figure I , The locus of lnter= 
actions depends upon the positions of the actors; the basis for the differentfa- 
tion of levals is, of course, functional behavior related to each actor's dif- 
ferent mission * The state-level/lnstitutional^level interactions (i*e,, 
itrategies, counterstrategies, and eonsequenees) will be the focus in the states 
examined in the subsequent analysis. Some states do not have system head^ 
quarters or do not have coordinating agencies with significant budgetary power 
This model does not preclude the possibility of strong institutfonal -level/ 
system^level or institutional ^level/coordinating^gency interactions^'^in fact, 
some states have such a powerful coordinating agency that the coordinating^ 
ggency/instltutional-level interactions dominate and replace the state-level/ 
institutional -level interactions as the focus* Lastly, the institutional ^level/ 
school "level Interactions occur only If the school level has some responilblltty 
for or involvement In the application of statewide formulas , ' 

- . C - - 

Role characteristics are Important in understanding budgetary behavior 

because they help to establish a stable pattern of mutual expectations among 

the process participants. That is, actors in the budgetary process tend to 

adapt their behavior to the regularized actions of others. Role behavior is an 

aid to calculation because It reduces the uncertainty of the process* Most 

actors in the budgetary process/ for example^ expect agencies to be spenders^^ 

they are advocates of the activities for which they are responsible and their 

status is proportional to how successfully they satisfy their constitutents' needs. 

Similarly, at least one state-level budget reviewer is expected to protect the 

treasury by cutting agency requests; furthermore, the reviewer's status Is deter^ 

mined by the degree to which the expectations of his executive or legislative 

branch constitutents are met. 



Figure I 



A Model of Strategic Interactions Between Levels 
In the Budgetary Process 




Multicampui 
Central Offica 
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Strateglei and Counterstrotagies 

The intaractlon of rola incumbents within the contaxt of a given for- 
mula structure will determine the kinds of strategies and counterstrateglai 
exercised by the various partlclpanti. These strategies will, In turn, yield a 
series of coniaquences In the form of either constraints or opportunities. The 
strategies followed are the result of organizational perceptions of environ- 
mental conditions, Including the formula structure. Despite the resultant 
variations In strategiei, sevemi modal tendencies can be Identified at each 
level , 

Th. analysis of the evolution of budgetary formulas will focus on the 
budgetary strategies used by the various actors and on the consequences of these 
strategies. The theoretical concepts outlined in this section will serve as the 
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basis for thafr analysis. Why concenfrGte on formula bydgeHng sfrotegias? 
The elaboration of strategies enables one to grasp the prevailing patterns of 
organizational interaction* Once these patterns are identified, however, 
they need to be explained. Another reason for eKamining strategies is the 
derived Information on organizational learhing-=this should be especially true 
in formula budgeting* Organizations or levels are expected to rely on past 
experience to odapt to a changing environment* If a strategy has worked In 
the past to itablize part of the organization's (level's) envlronrnent, the 
chances are good that it will be used again. Of particular interest are the 
ways in which strategies are modified, altered, or abandoned in the face of 
new challenges from the environment* 

Uncertainty is a variable not easily quantified* Generalizations can 
be made comparing feelings of certainty in various situations, but it is difficult 
to quantify the degree of difference* Certainty about the future consequences 
of present actions Increases as knowledge of cause/effect relationships in^ 
creases, but the exact relationship is elusive* However, it is possible to deter- 
mine that reducing uncertainty can take on both positive^sum and zero-sum 
qualities simultaneously* That is, some strategies (e*g., the adoption of a 
formula or decision rule) might reduce for all participants the uncertainty in- 
herent In the budgetary process* On the other hand, the use of the very same 
formula can shift the burden of the remaining uncertainty from one level to 
another—what is certainty for one level can create uncertainty for another* 

Organizotlonal Structure and Climate 

The lost categories of variables to be considered fall under the rubric 
of organizational structure and climate* Organizational structure is the set of 
interactions between role occupants* As expectations change, the relationshipi 
■ between actors are altered and the organizational structure is modified* 
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Exchange relgtlonihlpi change with the environment, leading to changes in 
expectations, role definitions, and relative Influence. The "climate of a 
itate is defined in terms of: political leadership (e.g., strong or weak 
governor, one party dominating the legislature); economic conditions (e.g., 
Q treasury surplus or deficit); and general social trends (e.g., a decreasing 
interest in traditional farms of higher education evidenced by leveling or de- 
dining enrollments). Organizational structure and any one or all of the 
elements of climate could potentially.be responsible for either a change in 
formula structure or a change in administrative roles, or both. 

In summary, the analytical variables assumed to explain most of the 
variation In formula budgeting strategies, counterstrategles, and consequences 
are formula structure and administrative role. A number of "exogenous" 
factors (lumped as climate) and organizational structure may, in turn, be 
responsible for changes In either of these focal sets of variables. The chain of 
independent and dependent variables of interest in the proposed analysis are 
summarized In Figure 2. 

Figure 2 

The Causa! Chain of Independent and Dependent Voriablei 

Independent ^ — — ^ Dependent 

Independent > Dependent 

Independent^-^— * Dependent , 

Organizational Formula Structure 
Structure — Administrative Roles 

Climate — > Strategies 

— > Consequences 
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The aefual inferacHon of varlablei is much more complex than por- 
traced abov©/ In fact, thare are feedback loops between all of the linkagei. 
Moreover, formula structure might affecf ©dmlniitraffve roles and vice-versa. 
There is a cartain amount of circularity in the link between admrnistrative 
roles and strategies, because a role is often defined in terms of the strategy 
employed. The followmg analysis will attempt to isolate the Interdependencies 
among variables by means of en historical , developmental consideration of 
the formula. 



METHOD OF STUDY 



Sample 

The number of states employing budget formulas in the instructional 
Oreo for mstitutions of higher education is not fixed because states are con- 
tinually adopting and dropping formulas. Furthermore, the definition of a 
budget formula Is a debatable Issue among both practitioners and researchers 
a I ike ^ These two problems do in fact distort the results of the most recent 

survey of formula budgeting practices^ v/hich identifies 25 states using budget 
19 

formulas* Nonetheless, it Is poislble to identify "formula" states which are 
so classified by a number of scholars on the basis of the states' long experi- 
ence with formula procedures^ 

California, Illinois, and Texas were chosen as the states for thorough 
examination. Together, these states' instructional budgetary formulas provide 
examples for seven of the eight cells In the formula structure typologies. All 
three states represent mature cases of formula budgeting: California has used 
two formula procedures since 1953 to budget for the California State University 
and Colleges system; Texas has perhaps the most all-Inclusive system of budg- 
etary formulas In the country; Illinois no longer uses a formula for the 
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instructional area but rs a particulafly intereiting case due tp the history be- 
hind the abandonment of the formula procedure. 

Three states were selected to allow for comparisons across state en = 

vironments while at, the same time permitting an in-depth developmental 

onalyiis of each case. State wealth appears to have a significant impact on 
20 

budgetary behavior. Consequently, this variable was controllad^^all three 
states are ranked wirhin the top ten in the country in terms of total personal 
income. Moreover, the three are more supportive of public higher education 
in terms of tax-fund appropriations for operating expenses than are most other 
states* 

The principal differences among the sample states are structural, thus 
providing a variety of administrative roles. Since 1961 Illinois has had a 
higher education coordinating agency with strong budgetary powers. Similarly, 
Texas has a strong centralized higher education agency; the Coordinating 
Board has no formal budgetary review authority as does the Illinois Board of 
Higher Education, but derives its power from Its statutory responsibility to 
recommend funding formulas, California's statutory coordinating agency^ the 
Coordinating Commission for Higher Education (recently recast as the Post- 
secondary Education Commission) is located at the other end of the "power" 
spectrum because historically It has not had a significant role In the budgetary 
process. At the state level there is also an Important difference among the 
three cases. Both California and Illinois are considered "strong governor" 
states, with the executive budget office dominating the budgetary process at 
the state leveL Texas, on the other hand. Is a "strong legislature" state 
wherein the Legislative Budget Board Is the dominant state-^level budget agency. 

Within each state, the study examines formula budgeting at the state^ 
coordinating agency, university system, campus, and school levels. Rather 
than examining every institution In the three states, selected cases were 
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studied beeauia fha IntralnsHfufionQl use of formulcis was only of lecondary 
concern In the research effort* 

"7 In California,, the De^rtment of Finance and the Office of the Legis- 
lative Analyst, the California State University and Colleges system office, 
and the California State University, Hayv/ard^ and San Jose State University 
campuses were studied* The Hayward and San Jose campuses exemplify differ- 
.Ing administrative orientationi in the applicofion of budgetary formulas in^ 
ternally* The formula procadurei reviewed in California do not apply to the 
University of California, which has never had as complex a formula as the 
California State University and Colleges (formerly the California State 
Colleges), ^ 

— . ^ ^'^^> 
The instructional formulas in Illinois and Texas, ^l^^^^pappl iad^to^ 



all four-year initltutlons. In Illinois, the Bureau of the ^^^^^^^^gislatlve 
fiscal itaffs, the Illinois Board of Higher Education, the Univ^^^nSf jMlnali 
at Urbana, and Northern Illinois University were examined . Finally, in Taxai 
the Laglilative Budget Board staff and Executive Budget Office, the Coordi- 
nating Board, fha University of Texas at Austin/ and Southwest Texas State 
University were studied. In Illinois and Texas, the campuses were selected on 
the.bgiii of! anf icipated differences in administrative orientation between a 
flagship dympus (as used. by the Carnegie Commission to describe a syitem's 
main campus with a national raputatlon for eKceHence), and a former state 
teachers college; and geographical proximity to the state capitoL The 
selection of schools within each campui was not deemed as crucial as in the 
cose of California because Illinois no longe^uses a statevdde formula^ and 
school-level administrators In Texas have little involvement In the budgeting 
process itself. 
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Patq Collection 

. The reseqrch approach employed to collect dota Included document re- 
view and intensive Interviews. Document review was most valuable in recon- 
structing the historical development of budgetary formulas In each state. Gen- 
erally, document review .focused both on budget documents available to the 
public, including annual operating budgets for current and past years, legisla- 
tive fiscal staff reports and budget messafes, and on administrative records. 
These correspondence files, when avallabla, were used to uncover historical 
trend data, poiltlons taken, and types of analyses employed. 

In addition to document review, 85 Interviews were conducted with 
executive and staff personnel in the three states. No political figures were 
interviewed because the focus of the study was on staff behavior in the budg- 
etary processr California Interviewees were selected by the snowball techni- 
que; Several people familiar with the state colleges' budgetary process were 
interviewed and asked to list the names of other significant individuals; the 
process was repeated In subsequent interviews until there was a high degree of 
overlap In the lists of potential respondents. The malority of the interviewees 
in Texas and Illinois were preselected by a knowledgeable contact person in 
each state, although the snowball technique was also followed to Insure com- 
plete coverage of the knowledgeable'or. Influential persons. State, coordinat- 
ing agency, and Institutional-level respondents represented most of the Inter- 
viewees. Consideration of the school level (I.e., the Intra Institutional level) 
was deemphaslzed, especially in the application of the statewide formulas at 
that level. 

The interviews were structured around the research questions listed In 
in the introduction ond represented a mix of the standardized Interview and 
the nonstandardlied interview.^' That Is, there were certain perceptions 
and information required from each respondent, but questions whicti 

42 

26 ' - 



were not prespeeified were also explQred, jn porHculor^ once certam histor- 
ical details hod been confirmed in several interviews, the initial questions 
were replaeed by different ones to elicit mere information. Approximately 35 
of the Interviews were conducted as part of the larger study of state budgeting 
for higher education undertaken by the Center for Research and Development 
in Higher Education^ University of California, Berkeley, and consequently 
covered a broader range of topics than just formula budgeting* Interviews f 
ranged in length from 15 minutes to three hours, with most lasting approxi- 
mately one and one^half hours. 



FOOTNOTES 
Chapter 2 



This study wishes to avoid the burden of justifying a "universal " 
technical definition of budgetary formula. Because the research focuses on 
the strategies and consequences of formula budgeting rather than on the tech- 
nical details of the formulas themselves, the analysis tends to emphasise the 
decision rule aspects of formulas. 

To operational Ize this definition somewhat, the decision rule Is asp 
sumed to be one developed jointly by Institutions and state agencies, or one • 
imposed on institutions by state agencies. This definition applies to states or 
systems in which the decision rule was developed by institutions If the forrrigla -^^ 
is accepted as legitimate by state agencies. Although both Institutions and 
state agencies employ internal formulas, the study focuses on decision rules 
which form the basis for interorganlzatlonal relationships. For a more technical 
examination of the formulas themselves, the reader Is encouraged to pursue the 
work of James L. Miller, Jr,, State Budgeting for Higher Education- The Ltees 
of Formulas and Cost Analysis (Ann Arbor- Institute of Public Administrotinn^ 
The University of Michigan, 1964); Joel Price Walton, "An Analysis of the 
Methods Utilized by State Boards Governing Multiple Institutions of Higher 
,Education in the Distribution of Current Operating Funds Under Their Control" 
(unpublished EdD dissertation. The Uilversity of-Mississlppi, University, 
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Mlsifssippi, 1967); Wayne Julius Stumph, "A Comparatlva Study of Operating 
Budgst Formulas Administered by Statewide Coordinating Agenciss for Higher 
Education In Selected States" (unpublished PhD dissertation. Southern Illinois 
Uniyeriity, Carbondale, Illinois, 1970); Francis M. Gross, "A Comparative 
Analysis of the Existing Budget Formulas Ued for Justifying Budget Requests or 
Allocating Funds for the Opemting Expeniei of State -Supported Colleges and 
Unlversltlts" (unpublished EdD dlisertatlon, Univariity of Tennessee, Knoxville, 
Tennessee, 1973). A summary of the latter study was published under the same 
title. Monograph No. 9, VoL 14 (KnOKvllle, Tennessee^ Office of Institutional 
Research, University of Tennessee, December 1973), 

^ Cyert, R.M, and March, J.G* A Behavioral Theory of the Firm, 
Englewood Cliffs, New Jerseyi Prentice-Hall^ 1963; Thompson, J.D, 
Organizationi In Action , New Yorki McGraw-Hill, 1967* 

Simon, H, A* Administrative Behavior , 2nd ed. New Yorki Free 
Press, 1957. " " 

^ Wildavsky, A, The Politics of the Budgetary Process ^ Boston- 
Little, Brown^ 1964. 

^ Thompson, Ofganizatjoni in Action , p* 10. 

^ Cyert and March, A Behavioral Theory of the Firm , p, 102* 

^ Ibid , , pp* 36-38* 

® Ibid,, p. 38. 



Hlrichman^ A,0, Exit^ Voice ^ and Loyalty- Responses to Decline 
in Firms , Organizations, and Statei . Cambridge- Harvard Press, \970, pp. 
14^15. ~~ 

Cyert and March^ A Behavioral Theory of the Firm ^ p, 38. 

" Wildavsky, A* and Hammond, A. Comprehensive versus Incremental 
budgeting In the department of agriculture. Administrative Science Quarterly ^ 
10 (December 1965), pp, 321-346, 
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Horry Williams^ Planning for Effecfive Resouree AMocatjon j^n Uni- 
versities , Washington^ D.C.i Amariean Council on Education^ 1966 , 

13 _ - 

Wilddvksy^ The PoliHcs of the Budgefrary Process ^ p, 17, 

Staff Committee en Alternative Budgeting Precadures for California 
Public Higher Education, "First Report," 1972, PTE Is an abbreviation for full- 
time equivalent. 

15 Ibid. 



Wlldavsky, The Polities of the Budgetary Procj^ii / p* 160, 

The unit of analysis used Is what is termed a "level , " To avoid 
eonfuslon, a distinction Is made between organliations and levels » The 
following levels will be usedi state, c^rdlnatlng agency, systemwlde. Insti- 
tution, and school. The state level aggregates the governor*s budget office 
and legislative fiscal staff; the coordinating agency level is serf--explanatory; 
the systemwide level Is the central administrative headquarters for a system of 
institutions, where applicable; the Institutional level encompasses the top^ 
level administrators. Including academic vice president, academic planner, 
business vice president, and budget ©ffleer; the school level consists of deans 
and departmental chairmen^ and their administrative assistants. The representa- 
tive doctrine at each level, other than at the state level/ may be thought of as 
that of the dominant coalition (Thompson, Organisations in Aetion) . The level 
Is used as the unit of analysis in discussing budgersTrategias bicauia it Is a 
more dUcrete unit than the organiiatlon. There will be times, however, when 
It Is necessary to distinguish among the ©rganizations at the state level, 
especially when attributing the broader roles of "cutter" and "advocate" to 
these agencies. 

The elements of climate could be considered "background" parameters 
If they did not change much over several budgetary cycles. These parameters 
will vary from state to state, however. 

Gross, "A Comparative Analysis of the EKisting Budget Formulas Used 
for Justifying Budget Requests or Allocating Funds for Operating Expeniei of 
State -supported Colleges and Universities." 
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Wlldavskyi A. Budgeting (forthcoming). 

21 

Denzin^ N. K, The Reieareh Act: A Thagratieai IntrQduetiQn to 
Socieloglcal Methods, Chicago: Aldine Publishing^ 1970^ pp. 124-- 126, 
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Factors in the Ev^uHon of Budgatary Formulai 
The Comparati^ Historical Devalopment of 
Formulas in California, Illinois, and Texas 




The ev©lut!pn of ^d^^ry forfnulas in California, Illinois, and Texas 
centers ground three prinel^||[ssuesi how a formula Is Inlrodueed into the 
budgatary process, how a^^ffiula Is remodeled once Introduced, and what 
Factors^lead to the demist ^^^^ formula* Each iSiue con be studied hy 
considering Its constituent factqrt. Thus, toTntroduce a budgetary formula 
it Is necassory to havei so^eri of support for tfie formula concept; on organ- 
izational framework for im^lemantatfon; and a technological base on which 
to ground the formula. SfmySrIy, to change a formula It Is neceiiary to have: 
some pressure for change (arlfmg either from sources In the environment 
external to the budgetary pro'cess or from sources wlHiin the system of organiza 
tfonal participants); an ©rganliational framework to effect adjuitmenti; and 
technological and data bajeslfor the altered formula. Finally, factors which 
appear to account for the dissolution of formulas are- the condition of the 



s tat© !s economy^ the degree t^o which the formula is manipulafed, and the 
degree to which fnterorganlEational communications are disrupted » Each of 
these Iisues and constituent factors will now be examined in Nrms of the 
historical simllaritias and differeneas among the three cases. In general, the 
life history of budgetary formulas tends to exhibit an Incremental pattern^ not 
o revolutionary one ai might characterise ??BS, so that the issues noted above 
are closely linked." 

INTRODUCTION OF A FORMULA INTO THE BUDGETARY PROCESS 

Sources of Support for Formulo Cortgef^t 

Although there was considerable pressure to adopt o uniform, equitabig 
formula-base funding methodology In oM three cases^ the sources of this sup- 
port and the undarlying motivation differedi the eKecutjve budget office in 
California/ the emerging universities in Illinois, and the University of Texas 
at Austin* 

California, In California/ the development of the weighted teaching 
unit (WTU) budgetary formula for the CallforniQ State Cot leges in the early 
1950's was strongly supported by the Department of Finance with the backing 
of the state colleges. In 1951^ when the faculty staffing formula was already 
under development^ tliere were 10 state colleges/ three of whieh were less 
than four years old. Nine colleges were multipurpose regional colleges (i.e., 
teacher education, liberal qtH, and vocational training) and the tenth was an 
undergraduate technical college (California State Polytechnic College)* En^ 
rollments In ail publicly controlled Institutions of higher education had grown 
from 90,304 In 1940 fo 145,710 In 1950.^ 
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All stgta collates were coordinated and governed in^rather loose 
fashion by the Division of State Colleges and Teacher Education under the 
direction of the State Director of Education . The'sfnall itaff of the Deport-- 
ment of Education reviewed Individual college budget requests before forward- 
ihg them to the Department of Finance, Finance hod both an eKecutive budget 
division, one of the largeit In the country at the timey and a Division of 



Organization and Cost Control which conducted studies of administrative 
organization and management » This powerful budget office combined with o 
substantial legislative review of the budget by the Legislotlve Analyst "added 

up to a total pattern of centralized control over the' state colleges by non« 

- ; 4 
educational agencies that was exceeded In few other states«" 

By the mld-1940*s the student-fgculty (S/F) ratio had evolved as the 
key for allocating state resources to the state colleges. However , the annual 
budget negotiations between the Department of Finance and the state colleges 
became more discordant as the weaknesses of the S/F ratio approach became 
more obvious* Flrst^ It was difficult to decide on on adequate ratio* Although 
there was a quantitative difference betweenj^ ratio of ISH end 20-Jy It \^s 
difficult to pinpoint the difference In the classroom. Most participants agreed 
that the S/F ratio used shogid be a function of initltutlonal slze^ but the ex- 
act relationship was unknown and therefore debatable. The state colleges 
argued that the S/F ratio should also be a function of the level of instruct lony 
with differentiation between lower-division^ uppers-division, and graduate- 
level courses. Again, the exact nature of the relationship was uncertain. 
Secondly, the S/F ratio tended to encourage undue emphasis on the quantity 
of students enrolled rather than to stimulate concern for the quality of educa- 
tion. ^Thirdly, and closely associated with the concern for quantity, the manip- 



ulation of a ratio often resulted in automatic Increases or decreases In staTj^. 
which might not have been Justified or desirable.^ Finally, some administrators 
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In the state colleges concluded that the S/F ratio method was too simple. Be- 
eause legislators could grasp Iti simplicity, they tendod to view the ratio 
technique as a control device. Although some Individuals within the Depart- 
ment of Finance sought to allow for distinctions among campuses. Finance 
still pushed for a uniform S/F ratio which would be applied to most state col- 
leges. 

The impetus for a change In budgeting techniques came from the De- 
partment of Finance rather than the Department of Education or the state col- 
leges. Undoubtedly, the Department of Finance was tired of the annual de- 
bates which raged over the S/F ratio. The extremely antagonistic nature of the 
bargaining over S/F ratios and the pressures for uniformity also pushed the state 
colleges to look for new approaches to budgeting. In addition, the colleges 
realized that a growth era was upon them; they wanted a guaranteed minimum 
funding level sufficient to handle the expected growth. The executive and 
legislaUve budget offices, on the other hand, faced a higher education budget 
which become more unmanageable as enrollments grew and as the number of 
Institutions and diversity of programs increased. The state-level agencies and 
the institutions together wanted a resource allocation procedure which would 
protect their interests while simultaneously reducing the Interorganlzatlonal 
strain in the budgetary process. 

The cycle of formula adoption was repeated in California some 20 years 
after the original WTU formula was Introduced. However, In 1971, when the 
California State Colleges' WTU faculty staffing formula was abandoned by the 
Department of Finance for reasons to be discussed later, the pressures to develop 
a new funding methodology were somewhat different. The state colleges' central 
system staff (Systemwide) conceived the student credit unit per full-time equiv- 
alent faculty (SCU/FTEF) approach to reduce the uncertainty associated with 
the allocation of appropriated resources to the individual campuses. The 



Department of Finance was more concerned with the gross allocation of re- 
sources to the system of state colleges than with allocations to Individual 
campuses^ whereas Systemwide was concerned with both. Finance had also 
token on Interest in faculty productivity as d result of o study conducted by 
a task force commissioned to examine the WTU faculty staffing procedures. 
Consequently, the Systemwide staff followed the task force guidelines in 
developing a modified formula, the SCU/FTEF concept, 

Illinois . Support for budgetary formulas In Illinois came from the 
Illinois Board of Higher Education (IBHE) and the smaller^ emerging universities 
In the state. When the IBHE was created In 1961, there were 79 Institutions of 
higher education in Illinois — 50. private institutions, 22 public junior colleges, 
six state universities, and one teachers college,^ In fall 1961, the Uhlverslty 
of Illinois was the largest of the state universities with a student headcount en- 
rollment of 29,81 1 — more than double the enrollment of the next largest state 
unlveriity. Southern Illinois University,^ 

The IBHE was Instituted to coordlrrate the rapidly expanding public highe 
education seetor^^ln 1961, the majority of students were enrolled in public insti 
tutions, a recent shift from the earlier domination of the private sector* More- 
over, the public institutions were becoming increasingly competitive; the budg- 
etary negotiations with the Legislative Budgetary Commission were acrimonious. 
Each system (I.e., the University of Illinois, Southern Illinois University, and 
the Teachers College Board institutions — Eastern, Illinois State Normal, Western 
and Northern) went directly to the leglsloture to explain Its biennial budget 
needs* In particular, a heated rivalry had developed between the University of 
Illinois and Southern Illinois University — the University of Illinois' share of the 
total state appropriation for higher education operations hod shrunk from 78,4 

5 1 



35 



parcent for the 1951-53 biennlum t© 61 .5 percent for tha 1961-63 blannlum, 
while Southern llllnQis* shore had Increoied from 7.8 percent to 18 percent 
over the some period.^ Southern ininols Unlverilty argued that It should be 
funded proportionately to the University of lllinols-that the large dollar^itu- 
dent ratio generated by dividing the total University of Illinois operating budget 
by the enrollment should alio be used In fynding Southern Illinois. However, the 
.University of Illinois' operating budget included a signlflcont resource flow to 
nonlnstrgetional areas, which tended to Inflate the dollori/student ratio. 

The IBHE was authorized to develop a maiter plan to provide for the 
orderly growth of higher education in Illinois and to develop a proeedure for 
recommending higher education budgets to the legislature. Toward the latter 
ob|ectlve the IBHE wanted a budgetary approaeh that would treat all Institutions 
equitably yet be reallstio in Its demands on the state treasury. 

The IBHE's recommendations for a new formula procedure to replace the 
preeedures used through the 1963-65 biennlum were iupported by the Teachers 
College Board [nstitutions. Officials in the Teachers College Board System 
office complamed that the University of Illinois and Southern Illinois University 
were more liberally funded than ^elr Initltutlons because both the University of 
llllnQls and Southern Illinois boards were more lenient In reviewing the institu- 
tional budget requests prior to submission to the state capita U A formula pro- 
cedure supported by the IBHE was seen to provide one avenue for the smaller 
Institutions to escape the tight-fisted fiscal control of the Teachers College 
Board, Moreover, a formula applied uniformly to all Institutions would place 
the smaller institutions on a par with the University of Illinois and Southern 
Illinois, 
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T€MQs . In Taxas^ pressure for a formula system was eKsrted oiteniibly 
by the legislature, the dojjiinant Force in itate government. Miller describes 
the early hiitorlcal developmentii 

The fofm of the state budget In Texas is detailed line Item for 
many agenciei^ In some cases the sdlaries of each position 
within an agency are listed fndividuGlly in the budget doeu^ 
ment* Thli was true of positions at the colleges and unlver-^ 
sltiei until 1946, when^ becouse of the confuiion caused by 
the sudden enrollment increases fol lowing World War 11^ the 
appropriation for each college and univenity was mode in a 
single lump sum. This gave the institutions much needed In^ 
ternal fle^cibflity . 

The lump sum appropriations Initiated In 1946 also created dis- 
satisfaction. The line item detail in the budget had been the 
only source of objective data on the basis of which institutional 
operations could be appraised or interinstitutlonal comparisons 
made. With this information gone^ many lagislators soon be- 
came convinced that the institutions* requests were excessive^ 
and many institutional and state officials came to believe that 
the division of support among the Institutions was Inequitable 
and determined largely on a basis of legislative favoritism to 
first one group of institutions and then onothert These were 
the catalytic problems which brought about general agreement 
that a formula was needed,^ 

One reason ?he highly-charged political atmosphere was the sheer number of 
institutions — in 1951, there were 14 separate state institutions with a total of 21 
campuseS/ governed by nine boards, A formula wos seen as a means of insur^ 
ing equitable treatment for this diverse assortment of institutions; it also insulated 
the allocation of resources from the political realm. 

The institutions also supported budgetary formulas for reasons of self- 
interest similar to the Illinois experience. In Texas^ however, the role of the 
flogship institutions was reversed-'-the University of Texas and Texas ASiM were 
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adydcatfii of the formula appfodeh* Thay were so motivated In order to protect 
their Available University Fund, 

The Available University Fund deftvfi from the Unlverilty of Texai* Per- 
manent Fund. Originally, 2,100,000 oeres of land were set aside In west Texas 
for the Board of Trustees of the University of TeKss. The Intention was that the 
land would be sold with the profits to be used as an endowment for the University* 
Instead of selling, the Board held the land. In 1923, oil was dlioovered on the 
property and the University of Texas began to receive the profits from the sale 
of oil and gai. 

Under Texas statute, royalties from the sale of oil and gos are port of the 
corpus (I.e., the Permanent Fund), which now exceeds $650 million* The 
royalties oannot be spent, but can be Invested, Income from the investment of 
the Permanent Fund is expendable (and becomes the Available University Fund) 
when appropriated by the legislature. The annual income is now approximately 
$30 million. 

By agreement, Texas A&M receives one-third of the Income, and the 
University of Texas two-thirds. Under the 1957 Texas Constitution, the instltuc:: 
tlons can use the Income to pay debt service on bonds valued at up to 20 percent 
of the Permanent Fund. A proviso states that Income unspent after debt serviee 
Is paid belongs to the University of Texas at Austin only, for use in the operating 
budget If appropriated by the legislature. These resources are intended for 
"educational enrichment." 

By the mld-19S0*s the legislature had grown accustomed to appropriating 

a slieable portion of the operating funds for the University of Texas at Austin 

from the Available Fund, For example^ on operating budgets of $10,9 million 

(FY 1954-55) and $12 million (FY 1955-56), the legislature appropriated $2.1 

11 

million and $1*9 million, respectively, from the Available University Fund. 
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(For the 1957-58 fiscal year the operating budget was $14.5 million^ toward 

which only $0.7 million was appropriated by the legislature from the Available 
12 

Fund. ) All other inititutioni' operating budget requests were funded from the 
state General Revenue Fund or local funds. 

The University of Texas argued that the appropriation of the Available 
Fand to cover a significant fraction of the operating budget made the Fund 
available^ in a sense^ to the entire state. Yet the University of Texas had 
difficulty demonstrating to the legislature what the University meant by an 
equitable distribution of resources among Texas Institutions; the legislature as- 
lertad that the University was given more than Its share of resources for the 
oparating budgef . Indeed^ both fhe University of Texas and Texas A&M en^ 
joyed higher teaching salariei at the graduate level than the other institutions 
in Texas. Another problem faced by the University of Texas was the rising 
expectation held by a number of institutions that they were to become "great" 
universities In the mold of the Austin campus. Consequently, the University 
of Texas supported o state coordinating commission which could control the 
ambitions of the other institutions p In addition, the University wanted a com= 
mon budgetary framework for all institutions/ in port to demonstrate that the 
state could not support numerous "great" institutions, and in part to discourage 
the legislature from using the Available Fund to finance basic costs=-the Avail = 
able Fund would be used "to produce exce Hence" on the Austin campus Texas 
A&M suitQlned the University of Texas' recommendations because AStM, too^ 
felt the increased competition for state resources. Finally, most of the institu^ 
fions supported the formula concept because it would place them on o common 
footing with Texas' two most prestigious universities. 
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Orggniggtional Ffamswork for implomentation of the Formula; 
Task Forc e/Committee Structure 

A problem common to all three states was that of Integratina a new 
decisionmaking technology into the ongoing budgetary process. The task 
force or committee approach was a partial solution to the problem of integra- 
tion; moreover, this organizationab.vehicle for the development and imple- 
mentation of the formula concept was remarkably similar in each case. Task 
forces which include all participating agencies are one way to incorporate 
Q new decisionmakina technology into an ongoing process. A new technique 
gains agency support and recognition through user participation, this coopera- 
tion bestowing a seal of legitimacy on the final product. 

Caiifornia . California organized its formula development effort around 
the Council of State College Presidents and deans of instruction. An agreement 
made in 1949 by the Deportment of Education and the Management Analysis 
Section of the Division of Budget and Accounts of the Department of Finance 
to conduct an administrative survey of the state colleges led to the introduction 
of the formula. The survey was conducted by Everett M. Chandler, associate 
administrative analyst in the Department of Finance's Division of Organisation 
and Cost Control . Working alone initially and later supported by a committee 
af deans of instruction. Chandler reviewed all eKisting budgetary rules-of- 
thumb and standards, modified them to provide for more equitable treatment of 
the colleges, and presented his findings in a memorandum since known as the 
"Chandler Report." 

The Chandler Report also proposed meetings of state college presidents 
and deans of instruction for a five month period to refine the fomiula further. 
Chandler established the basic assumptions underpinning the staffing formula; 
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Q commitfee of deans of Instruction eventual ly led by Dr* James B. Enochi/ 
curriculum specialist for the Division of State Colleges and Teaener Education 
In the Department of EducQtion, took the Chandler outline and turned It into 
a working mitrument. The committee's strategy was to break down the col^ 
leges' operations into a number of discrete units to be studied* This committee^^ 
enlisted Institutional staff for technical assistance and maintained a close work- 
ing relationship with both the Departments of Finance and Education* Roy Bell 
of the Department of Finance worked closely with the group working out the 
details of the formula technique . The campus=level administrators were further 
incorporated into the process through trial runs of the early formula prototypes. 
And when serious shortcomings in the formula application threatened the succes| 
of the formula study in ^952, four subcommittees of deans were appointed to 
review and modify troublesome elements of the proposed formula. 

This pattern of close, cooperative^ Interorganlzational relationships 
was missing in California 20 years later during the Introduction of SCU/FTEF 
formula between 1972 and 1974, The California State University and Colleges 
system office implemented the productlvity=based concept advocated by the 
Department of Finance , performing most of the work at the system level . The 
compuses (except for implementation of system plans) and the Department of 
Finance had little contact with the system. This may eKplaln why the SCU/ 
FTEF methodology has not been accepted enthusiastically by either, 

Illinois, Both Illinois and Texas utilized the participative (some would 
call it cooptative) strategy with great success to implement the formula concept 
In late 1963 a group of high-level representatives of the three systems of higher 
education in Illinois discussed proposals for eKamining existing costs to establish 
reasonable budgetary standards and to set In motion the machinery for determine 
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ing such costs for all campuses on a uniform basis. The orgQnizGtional frame- 
work created was the Budget Formula Committee, composed of institutional 
repreiantativei and Illinois Board of Higher Edycation (IBHE) staff; this com- 
mittee dealt only with matters pertaining to operating budgets. The Budget 
Formula Committee membership was not formally set--each institution had of- 
ficial representatives on the committee but could send as many individuals as 
it wished. Within the centeKt of the Budget Formula Committee, several task 
forces were created to develop definitions and concepts for ipecific areas of 
the budgetary process* The task forces utilized committee members and 
institutional itaff, the latter group augmenting the task forces' technical 
capabilities; 

Layzell notes that "matters were rarely decided by formal vote. Con- 
sensus (whieh one later Board of Higher Education staff member defined as the 

15 

absence of any loud dissent) was the normal method of reaching decisions," 
The institutional representatives displayed some self-interest, which is cer- 
tainly not atypical of cemmittee dynamics. The politicization of the Budget 
Formula Committee Is best described by Layzell: 

The Budget Formula Committee was considered a technical 
.advisory committee of the B^rd [of Higher Education] but 
the term 'technical' conveys a somewhat misleading image 
of the work processes of the Committee. The Committee's 
main areas of concern, the development of formulas and 
unit cost studies, were technical In nature but the process 
by which that development took place was highly politlcaL 
There was almost continual jockeying for poiitlon between 
institutions and the Board staff. The institutions were al- 
ways concerned about misinterpretation of any fiscal data 
they might report especially by legislators or eKecutive 
branch agencies. Consequently, great care was given to 
definitions of fiscal categories to minimize the chances of 
unfavorable comparisons. Subsequent critics claimed the 
process was so successful that not only could no unfavorable 
comparisons be made but no relevant comparisons at all could 
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be modm , the entire proceis was designed to coneeal 

rather than reveal., . 

1 6 • 

The Budget Formula Committee was effective precliely because there was this 
lelf-interest^^it guaranteed that all Important oppoilng points of view were 
represented . 

Texas. Texai had a history of task force organizationi prior to the 
Introduetlon of Its system of formulas in 1959, For example^ a formula study 
undertaken by the then temporary Commission on Higher Educatfon between 
1951 and 1955 was structured around committees and subcommittees comprised 
of Institutional^ legislative budget office and executive budget office staff, 
with each committee focusing on one aspect of the operating budget. This 
experience set the style of operation for the development of the set of budgetary 
formulas first applied In the 1959^61 biennial budget*-^flve fiscal officers from 
representative institutions worked under the leadership of Dr. EsL* Angell^ then 
vice chancellor of the Texas A^iM College System, as the Cost Study Commit- 
tee. The dynamics of the Cost Study Committee as reported by Miller are 
similar to those of the Illinois case: 

The work of the Cost Study Committee was reviewed first by 
the institution presidents and then by the [Texas] Commission 
[on Higher Education] staff and the Commission itself* Com- 
promises among the inititutions and between the desires of the 
institutions and the known desires of state officials frequently 
were necessary In the course of the Cost Study Commfttee^s 
work in preparing the formulas. Members of the committee 
say that these compromises were possible because of the lever- 
age provided by the fact that for lack of an acceptable pro- 
cedure the Institutions all were faring badly before the 
legislature^ They also assert that such compromises would 
not have been possible If the Institutions had not committed 
themselves wholeheartedly to cooperation and mutual trust.,* 
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A crucial tKteniion of the group activity was that Angell at Texas A&M, with 
Dr* Ff Lanlar Cox^ then vice chancallor ©f the Unlvarslty of TaKai^ iucceii- 
fully convinced the other institutions, the Commiiiion on Higher Education, 
and the state agencies with budgetary responilbilltiei ©f the merits of the 
formula c©ncept, 

Tech nologicol Baie for F©rmulQ Development 

The third crucial factor required for the introduction of a formula pro- 
cedure js a technological base--a itructure ©f relati©nshipi among significant 
system parameters and a data substructure for use In the formula* One dis- 
tinctive feature of the three cases is that formulas tend to emerge from the 
existing decisionmaking techniques used In the budgetary proceii. That is, the 
formula concept may be new, but the implementation of the concept usually 
mvolvei the same system parameteri linked by modified relationships and a data 
base grounded m historical patterns, 

California, Although the California State Colleges* WTU faculty staff- 
ing formula bore no resemblance to its predecessor, the S/F ratio, the faculty 
wofkload substructure was largely similar for both decision rules. (See Appendix 
A for a summary of the WTU faculty staffing formula*) The first schedule for 
weighting and equating faculty workloads associated with different modes of instruc 
tion was prepared In 1942, Essentially the same schedule with modifications was 
used 10 years later by the committee of deans of Instruction in the foundation 
of the WTU staffing fonmula. The WTU formula^ 1 2-semester unit workload 
standard had also been suggested prior to Chandler's review of the budgetary 
process, * Moreover, the application of the WTU formula was based on historical 
trends In the class-size data for the various disciplines. The unrefined formula 
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m Chandler's recommenddtions was proposed as a means for more elosely align- 
ing budget requests with need and .for providing mord uniformity among mstitu- 
tions. Chandler iuggested that a fortlii/la be used which divided the total 
InitrOetional workl^d by the amQurjt of work which an mdlvldual faculty 
member could be expected to acoompllsh. 

There was an experiential basis for the development of the formula in 
California, In the early 1950's; the enrollmenti^dt same of the state col leges 
declined as a result of the decline in enrollment of World War II veterans and 
the losi of male students to the Korean conflict. Several small colleges^ such 
as Humboldt State^ had to be staffed on the basis of their schedules of course of- 
ferfngs and elasses rather than on the basis of a S/F ratio* These eol leges had 
such small faculties (and such high S/F ratios) that they eould not offer enough 
courses to meet even minimum curricular itandards if budgeted according to a 
S/F ratio. Bell of the Depertment of Finance and the deans of instruction of 
the state colleges develqped a minimum staffing requirement based on a mini- 
mum program in these troubled schools* 

The committee of college deans and representatives of the Departments 
of Finance and Education met in May 1951 to study further the proposed formula* 
During the four-day/lneeting the formula was modified and tested with data from 
Chico State College ^^rid the application of the formula was generally accept- 
able. The colleges were then given until July 1^ 1951, to make a trial run of 
the formula on thS fall 1951 class schedule* 

The Joltial trial runs were Intended to show the Department of Finance 
that the formula would not 'bankrupt the state. Some of the formula trials re- 
duced the S/F ratio by aijmuch as one-half; consequently, the committee of 
deans had to modify the formula to satisfy the Department of Finance and the 
Legislative Auditor, There were negotiations between the state colleges and 
the state concerning theCj^ements of the formula; the two sides jockeyed with 
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class sliei^ breaking poinN (i.e,/ fhe size Qf which a class was broken info 
additional secfioni)/ modes of instruction^ and formula coefficients. Overall/ 
the participonti felt that they had developed a reasonably objective approach 
to the allocation of reiourcei, , 

Some delicate technical features of the formula had to be refined be- 
fore the formula was accepted. The deans of instruction appointed four com- 
mittees to study the four chief elements In the formula — class size^ the K- 
factor (a weighting coefficient), the S^factor (another weighting coefficient)^ 
and approved courses. In the spring of 1952, the four subcommittees made 
their reports ^ the most importCTnt aspects of which werei 

1 , Class slme limits* In the trial application of the 
Chandler formula, campuses wanting to Increase faculty 
size via the formula did so through manipulation of the 
class-size factors* (That is^ colleges budgeted for 
courses using a small'^ize classification which provided 
more faculty per diven number of students and hence a 
richer S/F ratio tflan a large-iize elassification. Once 
the colleges received their appropriations^ they were not 
required to staff their courses in the same manner as 
budgeted. Thus^ the colleges could employ large lecture 
classes with high S/F ratios and use the "eKtro" positions 
generated for other purposes.) The concern for mis- 
application of class-size factors led the Class-Size Com- 
mittee to discriminate more carefully in its breakdown of 
course classifications* Toward this end^ the committee 
increased the number of categories of classes In order to 
make the formula more realistic and abolished the maxi- 
mum size for straight lecture classes. 

2» K-fgctor , The K-factor weighted the various types 
of teaching activities. A study of the number of clock hours 
_^ per unit of credit in a wide variety of activity and lab 

* courses revealed a much greater uniformity among college 
laboratory than among activity (e*g*/ lecture or discussion) 
courses. The K-faetor Committee recommended that some 
other bases of course classification be used for staffing pur- 
poses Instead of those utilized In the original formula. 
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3* - Approved courses. The study team proposed that a 
visiting committee of deans of instruction and Dr, Enochs 
serve in an advisory capacity to the colleges in the evalua^ 



3l t'^^^ their curricula and courses i 
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The formula as modified to account for these suggestions woi esientially 
the one first applied in FY 1952=53, 



Texas p The evolution of formulas In Texas was also strongly influancad by 

historical patterns, A crude formula for determining faculty salary appropria^ 

tions had been adopted in 1951 to reduce (succsssfully) the impact of political 

Influence on the budgetary process. The Cost Study Committee working under 

the Texas Commission on Higher Education in 1957 developed budgetary formulas 

for five areas^^Resident Instruction (Teaching Salaries Only)/ General Adminis* 

tration^ Library^ Building Maintenance^ and Custodial Services-^-^when there 

previously had been only the one crude formula^ for Teaching Salaries Only, 

These formulas were first applied in the 1959-61 biennlum. The new Teaching 

Salaries Only formula^ for exampls/ was much more sophisticated than its 

predecessor. The earlier salaries formula differentiated among three levels of 

instruction, with an average teaching salary and S/F ratio assigned to each 

level. The Teaching Salaries Only formula for the 1957^59 biennium, for ex- 

ample/ with rates established by the Legislative Budget Board, is shown in 

Table 1, y The old salaries formula placed the University of Texas and Texas 

ASiM In the "special'' category at the graduate level and all other institutions 

in the lower^paying "general" category. The Resident Instruction (Teaching 

Salaries Only) formula developed by the Cost Study Committee retained the 

three Instructional-level ca|egories— elassif led as Undergraduate, Masters, and 
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Doetoral-^nd di^ggregated each student level Into 16 disciplines, A rate 
per semester credit hour wa^ established for each discipline by instructional 
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Table I 



Teaehing Salariai Only Formula, 1957-59 Biennlum, 
As Recommended by LeglilaHve Budget Boardj^ 





Avarage 


Ratio 


Rate Calc 


iulationi 


Student Semestar 
Credit Heuri 
Classification 


Teaching 

Salary 
(9 months) 


Studants 

Per 
Taachar 


Per 
Studant 


Par 
Credit 
Hour 


Undergraduate 
Graduate (ganaral) 
Graduate (special) 


$4,500 
5,500 
5,820 


18 
18 
8 


$250.00 
308.33 
727.50 


$ 8.33 
10.28 
24.25 


level whare applicabia 


(e.g*, thare 


Is no undergraduate-l 


eval Instruction in 



law). 

The rates were basod on teaching costs per semester credit. Because the 
Cost Study Committee was unable to detennine the cost of teaching a semester 
credit hour in a discipline within Texas, it sent representatives to other states 
to collect relevant data on instructional budgetary practices. The Committee 
was able to discern certain cost patterns and relationships among disciplines and 
institutions within Texas, and this knowledge was sufficient, when combined 
with the collected comparative data, to establish the instructional rates. The 
rates were based on different S/F ratios and average faculty salaries for different 

^disclplines,anddiffereritJevel5^otin£^ 
lated for each year of the blennium (I.e., on annual adlustment was made in 
overage faculty salaries). Both the pre-1959 prototype and the Cost Study 
Committee Teaching Salaries Only formula applied the rates per semester credit 
hour toward historlca|t"not proiected, data bases. (In each case the data base 
was the total proiectlon of semester credit hours of resident Instruction for the 
12 months Isummer, fall, and spring] immediately preceding the blennium for 
which resources were requested.) Thus, the Cost Study Committee had started 

6 4 



48 



with g crude version of tha faculty lalarias formula and hod mode it more sanil- 
five to an institution's program mix by differentiating among 16 iub|ect-matter 
fields. The new formula data bass was a blend of Intrastate historical semester 
credit hour production patterns and Interstate comparisons of S/F ratio and 
faculty salary standards- 

The other formulas officially designated by the Texas Commission on 
Higher Education^=General College Administration^ Library^ Building Moin^ 
tenance^ and Custodial Services^^were primarily derived from "rules^of^thumb" 
used in previous biennia* When the Cost Study Committee concluded that cer^ 
tain portions of the operating budget were not susceptible to formOla applica^ 
tion, it was an indication that institutional practices in those areas were so 
varied that no substantive agreement could be reached on a common approach* 
Moreover, seasoned participants observed that the greatest problem faced in 
constructing the formulas was developing reasonable criteria for uniformity. 
Nonetheless, all of the Institutional goveriiing boards approved the formula 

approQch to the deveiopnient of Institutional budgets, and all but one of the 
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boards gave approval to the specific formulas developed," 



Illinois, The Illinois Board of Higher Education (IBHE), like the Texas 
Commission on Higher Education, did net have readily available the unit-cost 
-data needed. to support. the desired formula framework^ so It compromised on 
an Interim formula for the 1965-67 biennium and undertook a thorough study of 
historical cost patterns in Illinois, 

Formulas had been previously used for several categories of the operat- 
ing budget requests, but constraints of time and staff size prevented the IBHE 
from reconitructlng the budget request ground rules for the ]96Z''65 biennium 
(which was the IBHE's first complete budgetary cycle) to reduce the non- 



uniformity in existing decision rules. Each of the three governing boards, for 
example, submitted requests for 1963-65 for salary adlustmants based upon 
sharply different formulas, while the University of Illinois and Southern Illinois 
University and the four Teachers College Board institutions employed very dif- 
ferent formulas to provide for increased enrollments.-^ Without sufficient dato 
on historical cost patterns, the IBHE was in a poor position to suggest alterations 
in the established methodologies. Nonetheless, the IBHE staff recognized that 
the two larger universities performed different functions than did the others and 
would have higher costs attributable to the more extensive graduate, profes- 
siono!, and scientific training offered at the larger institutions. Consequently, 
the IBHE approved the requested increases generated by both formulas to cover 
increased enrollments, although It did approve only one solary adlustment 
formula.^® But the IBHE executive director noted: 

The Illinois formulas are deficient because they yield sharply 
differing results and no one has been able to defend any formula 
adequately. We want on equitable and adequate formula and 
one which will be useful in carrying out the Master Plan policy 
matters into budgetary terms •••29 

The interim formula for additional enrollments for the 1965-67 biennlum was a 
modified version of the University of Illinois formula, altered to include two 
graduate levels (the University of Illinois argued vigorously for the differential 
between first-year and advanced graduate students because the University en- 
-rolled a disproportionate number of . the latter).flndA disaggreggtion^lndirect 
costs, as shown in Table 2. The formula factors compared favorably with 
data derived from Institutional studies conducted in other states. The IlllnoU 
formula for additional enrollments was relatively Inclusive In that It provided 
for more than instructional soloriei by including the Incidental, related to non- 
academic and student assistance, equipment costs, commodities, travel, library 
costs, and general administrative and general expense. The Texas approoch, on 
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Table 2 

lllinoii Budget Formula for Additidnal Enrollments 
for 1965-67 Biennlum«^ 











General 






Total 








Salary 


Adrnin.& 




Dept. 


Cost 






Average 


Per 


Genera 1 




Over- 


Per 


Level 


Ratio 


Salary 


Student 


Expense 


Library 


heod 


Student 


Lower Dfv 


18:1 


$ 8,000 


$ 444 


$164 


$ 34 


$ 67 


S 709 


Upper Div 


12:1 


9,000 


750 


164 


53 


150 


1,117 


Grad 1 


9:1 


10,000 


M10 


164 


78 


278 


1,630 


Grad II 


4:1 


11,000 


2,750 


164 


187 


825 


3,926 



the other hand, was to construct a separate formula for some of these areas or 
revert to less rigorous "rules -of -thumb" for those areas not sysceptlble to formula 
treatment « 



This fncrementai formula would have led to reductions m support of the 

University of Illinois' new Chicago Circle campus which had been receiving 

supplamental funding to cover start-up costs • As a result, some compensation 
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was recommendad by the IBHE staff. The formula for additional enrollments 

also Incorporated adjustments to compensate institutions which supported a 

larger-^than-overage number of high-cost programs. Labeled "Kentucky windage" 

by one observer/ this negotiated factor was based upon a crude cost study con- 

32 

.ducted by..the six -stata^unlvarsities In 1^60*---T^ 

University) with the lowest production of high^-cost program student credit hours 
became the base, and received no compensation. Other institutions were com= 
pensated for high-cosi programs based upon the percentage of student eradft 
hour production in these areas over the base figure. The University of Illinois 
received the largest compensation, an adjustment of 14 percent. 

A single formula applicable to all institutions was designed to generate 
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salary ad[usfments; the IBHE staff stressed that this formgjo would yield 

33 

"dollar amounts that the Board can support, " 



MODIFICATION OF BUDGETARY FORMULAS 

Once a new formula procedure Is Qisimllgted intQ the budgetary pro- 
cess^ It usually requires some adjustment^ If for no other reason than to update 
the formula's data baiev In gsneraU however^ such adjustments are intro- 
duced to balanee preisgrei for equity or unifarmlty which were not satisfied 
In the Initial usage^ to overcome obvious flaws in technology discovered during 
the initial application, and t© introduce conceptual and technological ad- 
vancements which have occurred since the formula's inception. Thus, the 
factors required for formula change are: pressures for change, arising from 
acfors in the process or from sources externa I to the process; some InterorganI- 
latianal arrangement to develop modifications and to facilitate implementation; 
and a data base for routine updating and. In the case of md|or revisions, a new 
formula concepf* 

Pressure s for Formula Change^ 

The Initial application of formulas In California, Illinois, and Texas was 
highly successful. The state college faculty staffing requests generated by the 
WTU formuld In California were approved as iubmltted; moreover, the acrimony 
whicfrra Traditional^ 

the S/F ratio system was largely dissipated. The llltnoli Board of Higher Educa- 
tion recommendatloni for the 1965-67 blennlum were olio approved as submitted, 

, . : , / 34 
to the dollar. 

Texas * The Teaching Salaries Only formula developed for the Texas 
Commlislon on Higher Education was not used in 1959 by the Legiilatlve Budget 
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Board to generate its recommendations; Instead, the old formula was used. The 
timing of the Texgi Commission's recommendations was luoh that the Legislative 
Budget Board did not have sufficient time to review the new .formula; further^ 

^more/ the Legislative Budget Board was unwilling to support the formula at IpO 
percent funding. Coniequentl^, the Booed resorted to the old formula in der!v^ 
Ing its recommendationi. The level of funding actually apf^roved wai set at 93 
percent of the Texas Commission's recommendations in Teaching Salaries Only 
(as compared with 93 percent in General College Admmlstratfon and Library 
and 91 percent In Building Maintenance and Custodial Seryiee),* The Teaoh-^ 
Ing Salaries Only fpmiula was used by the Legislative Budget Board in its re- 
view of the 1961^63 .budget requests* Nonetheless, It was never intended that 

* Institutions wpuld be funded at 100 percent of formula, but rather that available 
resources would be dis^ftuted equitably among the Institutions . 

The pressures for formula modifications grew over time, and the changes 
themselves were usually inducted into the process gradually. The California 
State Colleges altered the formula concept to accommodate changes In the 
instructional environment; the Illinois Board of^igher Education (IBHE) per- 
fected a unit cost-based formula to improve the ob|ectivlty of the IBHE review 
and allocation scheme, whereas the Texas Commission on Higher Education re** 
vised the definition of an PTE student and devised new formulas to cover more 
areas (both Instructional and nonlnstructlor>al) of the operating budget. 



California, Between 1953 and 1970, the California State Colleges sought 
three noteworthy changes In the faculty staffing formula or in the Institutional en** 
vironment within which the formula was applied. First was the ad|ustmant of the 
laboratory science K-factor coefficient to give more workload credit for laboratory 
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mstruction; the second was a differenHal fop graduate-level Instructlan; and 
the third— unreall2ed--was the state luppart of faculty reiearch, whereby 
faculty would be re leased from their instructional workload obligationi at state 
expense to eonduct researoh. The conceptual barrier to be overcome In each 
cose was the natural tendency to reilit change. Although the formula had been 
conceived of as a dynamic Instrumeht, the Department of Finance feared the 
future dollar implications of formula modifications and opposed proposed 
changes. Perhaps Finance also feared the disruption of the checks and balances 
which had been built Into the original formula framework through negotiations 
end trial runs to protect the Individual organliations. Nevertheless, after 
several years of negotiations and Department of Finance backpedal I ing^ the 
K-faetor modification was finally approved In the FY 1957-58 and FY 1958-59 
budgets. An agreement was reached In which Finance approved the change In 
K-factor for lab Instruction under the condition that of the total number of new 
positions generated by the formula change, half would be requested for FY 
1957-58 with the remaining positions requested for FY 1958-59. 

The graduate Instruction differential was proposed by the deans of grad- 
uate studies in the late 1950's, although the Department of Educatlonjeslsted 

any Immediate action In order to maintain a low profile on the Issue In the first 
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California State Colleges' Board of Trustees budget. After 1961, however, 
the colleges* systemwlde office became the advocate for enriched graduate- 
level Instruction. Following several years of active campaigning, the system- 
wide office succeeded In getting the differential funded In 1967, purportedly as 
compensation for the lack of funding for faculty research. One must realize 
that the state colleges were (and itlll are) masters-level Institutions, so that 
while the graduate-level Instruction differential did enrich the faculty staffing, 
the effect was not as great as If the change had taken place In doctoral-grantini 
institutions. 
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llliriQii* Presiure for formula change in Illinois originated from the . 
Bwrd of Higher Education itaff and the Budget Formula Commlttaa and 
followed three parallel paths* 

One mtereit was an accurate cost study. Crude eost studies which had 

been used In the 1965-67 budget ^^^^ basis for compensatory ad|ustments for 

institutions with high-cost programs were not lufficlently detailed or consistent 

across institutions to support the unit-cost formula designed by the Budget 

Formula Committee* Groundwork for a cost study had been establlihed in 1962 

by a national CPA firm which had been authorized by the IBHE to fevlew and 

reclassify the fmancial reporting iystems of the state universities to provide a 

comparable formatT The study contributed an important historical record of ex- 
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penditure trends^ but additional work was needed* 

^ A second focus was the crossover from the Interim S/F ratio-based formula 

used in the \965-67 budget to the unit cost-based formula used In the 1967-69 
and 1969-71 budget requests* The IBHE staff was under preiiure t© move from on 
incremental to a comprehenilve budgeting approach* Some of the lay Board 
businessmen were inclined toward comprehensive budgeting^ this attitude fueled 
by both practical business experience and the topical PPBS-comprehenslve 
budgeting concept, _ , • 

The third direction of formula change was the modlflcatjpn of the form- 
ula's reward structure to reduce the prestige and Influence gap between the Uni- 
versity of Illinois and Southern lllinoli University on the one hand and the smaller 
emerging institutions on the other. The IBHE staff determined that It could func- 
tion more effectively in an environment where the Interests of the Unlverslty..of ^ 
Illinois were bglanced against thoie of the other Institutions; one element of thiV^ 
balance was sought through the alteration of the formula, ' ' 

J 

. is 
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Texas, Adyaneement of the formula technology in Texas occurred at □ 
llewar pace than In Illinois because the pressure for change was not as con- 
centrated. Nonetheless, three areas where formyla changes were sought loom 
large. The most iignifieant change sought m the Resident Initructlon formulas 
was a reassessment of the ^sls for ealculating FTE students as input to the Teach- 
ing Salaries formula. The rates for the Teaching Salaries formula were determined 
by the S/F ratio and the average faculty salary established for each program, 
by level of instruction. Prior to the 1965-67 budgetary cycle, an FTE student ^ 
was defined as one carrying 15 semester credit hours, regardless ©f the level of 
student. Naturally, this acress-the-bbard definition was partial to Institutions 
with a predominant undergraduate orientation, and the institutions with large 
graduate enrollments campaigned for recognition of a lower course load for FTE 
graduate-level students. 

Another major effort aimed at changing the financing of Institutions— 
' one that failed— was mounted In 1966 by the Coordinating Board, Texas College 
and University System, which replaced the Texas Commission on Higher Education 
In 1965. The suggested change In formula-generated state fmancmg was not a 
part of the formulas themselves, but rather of the enrollment data base against 
which the formulas were appliad. Historically, formulas for state appropriationi 
for the mstitutions in Texas had been applied against actual enrollments of a 
given period preceding the leglilative session. The Coordinating Board proposed 
that formula rates be applied against a projected enrollment at each college and 
university. Ninety percent of the resources generated would be appropriated to 
the institution, and 10 percent to the Coordinating Board. The Board would al- 
locate the appropriate fraction of the remaining 10 percent to the institution 
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once actual enrollments could be determined. However, the Coordinating 
Board measure was not adopted; Instead the governor and the Legislative Budget 
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Board uied formulsi applied agginif hiiteria enrol Iments In preparing recom- 
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mandations for the 1967-69 blennlum . 

The third area of formula change in Texas was broader and not oi dyna- 
mic as the other issyas* New formulai hove gradually been tntroduced to cover 
additional areas of the Institutional operating budgets^ yet the manner of for- 
mula application and the type of data bases used have not changed stgnlflcantly 
since 1961 * 

Organizational Framework to Focllltate Formula Changes 

When formula alteratloni are desired^ there must exist an organizational 
arrangement to fashion and Implement the ehanges. The quality of this organi- 
zational framework varied somewhat among the three coses. 



California^ A glaring weakneis In Callfornta's formula approach became 
evident soon after Its Introductions no provisions hod been mode for formula re- 
view and modification^ Despite the close working relatlonihip between the initl- 
tutlons and the Departments of Finance and Education, or perhaps for that very 
reason/ no review procedures and organization were established. Although the state 
colleges and the Department of Education felt dliiatlsfled with certain elements 
of the Initial formula^ these organizations concealed their displeasure somewhat 
and won Department of Finance approval of the plan* The state college deans 
of instruction, coordinated by James Enoch*^ office in the Department of Edu-- 
cation, pressed for the necessary changes in the faculty staffing formula* Thus 
this loose coalition of Institutional reprasentativeS/ though not formed specif 
cally to promote formula reform^ performed the same function assignad to special 
committees In Illinois and Taxai. 
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Between 1958 and 1961^ the organizational responiibility for monitorfng 
the formula In California lay with the Staffing Formula Committee headquartered 
within the Pa^rtment of Education. This committee maintained a close Haiion 
between the state college deans of instruction and deans of graduate studies^ 
especially In regard to the latter group's proposal for a graduate-level initruc- 
tlon differentioL However, the close working relationship whlcfi had eKlsted 
between the Departments ©f Finance and Education during the introductory 
stage of formula evolution hod deteriorared badly by 1.961, After the California 
State Colleges' system office assumed the state college coordination function 
from the Department of Education In 1961, responsibility for review of the staff- 
ing formula was centralized at Systemwlde, But the state colleges appeared to 
have less opportunity for input Into the review process under Systemwide than 
they did prior to 1961 with the Department of Education, 



llllnoli . One key to the Illinois Board of Higher Education^ continued 
success with its formula-generated recommendatloni was the Budget Formula 
Committee, Although the membership changed over time, this committee pro^ 
vided continuity In the technical development of the formula. Moreover, the 
committee enhanced the open, Interinstltutional exchange of ideas; parformlng 
this communications function, it fostered an atmosphare of equitable treatment 
which was crucial to Institutional acceptance of committee and IBHE staff 
reeommendaHons, 

Texas. Umi, like Illinois, mamtalnad institutional input and commit- 
ment to formulas through a committe. structure. The Cost Committee was com- 
prised of rapresentatlves from some, but not all, of the institutions, with the larger 
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institutions tending^ to have mora representation than the smaller state colleges^ 
Technical ehan^ei^and rote strueturei we<e luggeitad by the Cost Committee to 
the TmxQs Cfi^f^h^lon on Higher Education staff, which in turn fbrwarded the 
recommendations with or without alterations to the Commission members. For 
the most part^ tF^ Cost Committee met as a whole In deliberating on formula 



matters * ^ 



When the Coordlriating Board, the successor to the Texas Commission on 
Higher EdycationJ was created In 1965/ the adviiory council of college and 
university presidents under^ftrCommisslon lost Its statutory status; otherwise, 
the continuity of the formula approach was maintained. The Coordinating 
Board appointed advisory committees on fiscal matters for both the senior public 



[unlor public Institutions* This action fulfilled Its responsibility to review 



^nd ^ ' * 

oil cost formulas and deslgfete new ones, if needed, for legislative use In 
appropriating funds for the operation of Texas public higher education. 



Since 1966 "the Advisory Committee on Senior College and University 

.... _ . 

Formulos has bean the princlpdi-tsource of Institutional input into the formula 

review process * In generol^^the Advisory Committee makes its reeommenda^ 
tions each biennlum to^the Coordinating Board itaff, which may or may not 
modify the recommendations before submitting them to the Coordinating Board. 
The Legislative Budget. Board staff and th^^ governor's budget office, are in- 
formally Involved In the preparation of the budgetary formulas; these informal 
discussions center on what "pressure points" or problem areas should be con- 
sidered in the formula design* Formulas designated by the. Coordinating Board 
are incorporated Into the Legislative Budget Board and the Executive Budget 
Office joint instructions fop^ budget preparation which are sent to the Institutions, 

In developi% the formula rates for the 1971-73 and ]975^77 biennia, the 
Coordinating Board created Formula Study Committees for each of the eKistlng 
and proposed formula areas In order to review the budgetary formulas or 
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evaluQte the pofential f©r formuld application* Institutional reprasentatives 

esmprlsed the study committees— the review precasi for the 1971-73 formulai 

involved 72 admlnlitrators and faeulty members .of the Texai lenior colleges 

and unlvarsitiei, Iniuring a reasonably complete repreientatlon of most public 
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Institutions in the process* When formula study committeei are used^ at 
least one CQOrdinatmg Beard staff member Is assigned to each study committee 
as a liaison. The formula study committees moke recommendations to the Ad-^ 
vlsory Commlttee*-from that point the process continues as described previously. 

Data Base and New Technologies 

The third condition necessary for a formula to be modified Is an extant 
data base and^ If the change is major^ a new formula concept. The greatest 
obstacle to formula change in California was the resistance of the Department 
of Finance; the hurdles that had to be overcome in Illinois and Texas were in- 
Qdequacles In the existing cost data and formula technologies. Consider now 
the organisational responses to the various pressures for formula change In 
Illinois and Texas discussed previously. 

Illinois, The earliest pressure In Illinois was for an Improved cost data, 
base* The cost-study plan finally adopted evolved from the outline of a model 
preiented In 1964 during early deliberations of the Budget Formula Committee 
by Dr* Martin Zelgler/ a University of Illinois representative*, Jhe plan was 
grounded upon the following princlplesi 

1 , All educational and general costs would be In* 

eluded in the study plus other costs as were es- 
sential to the analysis, 
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2. Student' levals would be as datermlned each 

institution* j« 

,42 

' 43 

3. Ocito would be aotuol expenditures. 

4. The study would include only stste^ppropriated 
V; Fundi. (The incluiion of nonitate funds would 
'■^x> * have eompllcated rnotters coniiderably « More^ 

over, the Univerilty of Illinois reeelved most of 
the nenstste reisoreh funds; the committee was 
U uncertain how to establish benchmarks — using 

peer groups^^to compara with the University.) 

5. The first cost study would run from fall 1964 to 
summer 1965, Future cost studies were to run 
from the summer of one year to the spring of the 
next^ in accordonca with the fiscal year* Sum-* 
mer session costs would be segre^ted, 

6: Task ferces would focus on aspacts of spaelfic 
aress of the budget. 

FQCuljy stotisticol reports ware used in allocating faculty effort to dafinad 
categories of activity. The committee justified its decision to allocate costs 
by level of student rather than level of course as follows^ 

1, Whan practitianers projected enrollments, they 
did so by student level rather than course leveL 

2» It IS passible to construct □ crossover from level 
of student to level of course* 

3. * Costs by level of student were easier to explain 

to the layman, 

4. Course levels were rapidly changing as students 
became more sophisticated, 

5. If eos^were allocated by level of course^ many 
courses would have to be assigned arbitrarily be^ 
cause both lower division and upper division stu^ 
dents, for aKample, enrolled in them. 




6. The cost per credit hour would have been higher 
using courie level, (The Budget Formula Com-* 
mittae was afrafd that the costs would appear too 
high.) 

The Budget Formula Committee was very cautious about rejeailng the 
data from the first unit cost study for severgl reasons. First, some cost data 
ware still disputed. The allocation of departmental research costs^ for example, 
was still a bone of contention* Also, the costing procedures for the laboratory 
schools operated by some of the institutions had not been final iiad. In general, 
objections to certain cost data indicated disagraement over costing procedyfas. 
The guiding principle behind the cost accountTng frgmework was "eommon 
sense." The rules were reasonably straightforward! Determine which costs 
could be directly attributable to a given category and allocate those costs on a 
prorata basis; prorate to the categories those costs which are not directly attri- 
butable on Q basis proportionate to tha attributable costs incurred by the cate- 
gory. This procedure placed mora Indirect (he,, not directly attributable) 
costs on the upper-divisidn and graduate instructional levels* Secondly^ the 
cost study was suscaptfble to critic ism for incomplateness because it ws re- 
stricted to only state funding in the operating budget araas. Federal and other 
nonstate fundi and capital costs had bean deleted because of the inherent com- 
plexity of these factors. Thirdly, there were no benchmarks which the Com- 
mittee could use to determine whether or not it was "in the ballpark," In 
particular, the University of Illinois was concerned that it had no data com- 
paring it with a peer group and feared that row data provided without a com- 
paratlve base might be misinterpreted. Consequently, the cemmlttae mamberi 
agreed that if cost data were to be released, ft would be In summary form and 
only after thorough review by the committee* 

With respect to the overall effort of the Budget Formula Committee, 
LayEell offers these comments! 
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The Committee wsi not particulorly innovative in the 
sense that It did not blaie new trails. It borrowed 
heavily from preexisting prgctices and proeedures both 
statewide and nationaU It was creative^ however, in 
Its attempt t© develop a common framework for request^ 
ing funds and reporting costs, 

Nonetheless; the cost study undertaken in Illinois was for more sophfs^ 
tieated than the looser "cost revjew" of 1957-58 which underlay the Texas 
formulas first used in 1959. 

A second movement for formula change In llllnoif^ sought to replace the 
incremental formula (i.e./ the formula applied to additional enrollments) used 
in the 1965-"67 biennial request with a comprehensive or de novo formylo (i.e./ 
a formula applied to the total enrollments)/ but was stymied by technical and 
political obstacles. The barriers to Implementation of a statewide de novo 
formula were inQdequacles in the cost study and the reluctance of the Unrversity 
of II I mors to shift to the proposed system. 

A minor problem was that the cost study was not sufficiently refined to 
move ahead too de novo budget* The study did not differentiate between the 
necessarily high start-up costs associated with rapidly emerging universities 
such as the Chicago Circle campus of the University of lllinoii— a campus that 
had fleshed out only half of its undergraduate program/ with Its graduate pro^ 
gram stMl In infancy=-and the more incremental costs associated with Increase 
Ing enrollments at established institutions. That Is, the cost study had not pro- 
|ected the phasing out of the start-up costs. To have used this pattern of In- 
flated unit costs as the basis for a de novo formula applied to all institutions 
would have distorted eKfsting budget bases. But the Chicago Circle campus and 
Southern Illinois University's Edwardsvllle campus had been treated separately 
from the farmula for 1965-67 and would have been so treated with the de novo 
formula^ so that the problem was minimlied. 
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One reason for the Unlveriity of Illinois* reluctance to go to the de 
novo budget^ and th# principle obstacla to implementation, was the uneertainty 
of the effect on the budget base. In fact, trial uses of a de novo formula 
indlcoted that the University of Illinois would suffer a reduced base, while 
mitltgtloni such as Northern llllnoli University would experience an expanded 
base because their existing base was so lean. (An administrator at the Univerilty 
of Illinois predicted that the Urbano campus might have lost state funding, but 
that this loss might have been made up at the Circle campus.) In addition, a 
de novo budget would have been unwieldy In the health-ralated services and 
extension area, which were budgeted largely on the baili of more subjeetlve 
criteria. Staff members of the Illinois Board of Higher Education claimed that 
the University of Illinois had a hidden agenda guiding Its opposition to the de 
novo budget* The hidden agenda was probably da%^ted In part to the use of 
nonstate funds; it was no secret that the University of Illinois received some 
"double compensation »• because of Its generous aipport from federal and other 
outside sources* 

As a result of the barriers to the de novo budget, the IBHE staff went to 
a "de novo approach to the Increment"— that Is, the budget formula retained its 
Incremental character. Needless to say, the emerging universities were dis- 
appointed, for they had been eager to adopt a de novo budget formula to put 
themselves on a funding basis more comparable to that of the University of 
Illinois and Sogthern Illinois University. But the rationale behind the IBHE 
itafPs advocacy of the de novo budget eoncept--thQt It should be more accept- 
able to the legislature and governor than the Incremental format--was rather 
shaky, because the IBHE was performing splendidly without a da no>^ budget in 
Its relations with the legislative and executive. branches. By this time the In- 
cremental budget approach hod become too Ingrained to be replaced, and the 
University of Illinois' opposition killed the de novo concept. 
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The third drrection of formula chonge in Illinois was the modification 
of the formula's reword itrueture to balonee the political clout of the University 
of Illmois and Southern Illinois Univarsity with that of the emerging univsriltlei. 
This balance was facilitated by two changes in the formula technology* Firsts 
a "catch-up" ad|ustment was added to the instructionol-oraa formula to enrich 
the bases of lower-cost Institutions to bring them closer to the statewide 
average.^^ Institutions found deficient in their funding boie when compyred to 
o theoretically adequate base were compeniated os followi: 

After ad|ustment for certain applicable appropriations in 
the 1965-67 biennium/ the funding level obierved in the 
1964-65 cost study at each institution was compared to a 
theoretically odaquate base for that institution derived 
from all Institutions which considered level of instruction^ 
differential costs of programi/ and mognitude of instruc* 
t fond I production. 

Institutions found deficient in their funding base were en- 
couroged to request a '*catch-up'* of one-half the adjusted 
deficiency in the 1967-'69 biennium* Institutions obierved 
to be Rjnded at a level ©Kceedmg 20 pmrcmnf greater than 
their theoretical model were to lopse (or reduce 1967-69 
requests) by the "average" in eKcesi of 20 percent, 

The 1969-71 .Illinois budgetary formulas continued to provide adjustments in 
budget-bases for some Institutloni to compensate for post deficiencies* (The 
1965 General Assembly hod placed the North and South branches of Illinois 
Teachers College [formerly Chicago Teocheri College and now Northeastern 
Illinois University and Chicago State University respectively] under state con- 
trol and had created the Board of Governors of State Colleges and Universities 
as the successor to the Teachers College Board, Also in accord with the IBHE 
recommendation of Master Plan Phase W, the 1967 General Assembly created a 
new governing boards the Board of Regenti^ to oversee Northern Illinois Uni- 
versity and lilinois State University* With four governmg boards in control of 
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higher edyedHon, thti IBHc could more easily reduce the influence of the Uni- 
versity of Illinois and Southern Illinois University by fmprovlng the lot of the 
Institutions under the other fwo governing boordi at a faiter rate*) However^ 
Lyman Glenny, then executive director of the Ulinois Board of Higher Educo" 
Hon, warned the IniHtutions that these adiustments to fit a theoretical base 
had to be eliminated In subsequent biennia because It was not certain how long 
the legislature and Department of Finance would continue to accept q procedure 
which Inflated the average Institutional costs* 

Secondly, a new^program formula was introduced to cover what had 
been a very lubjeetog^.area of budget review. The new-program area remained 
extremely subjectivfey however; new programs were used as side payments by the 
IBHE staff to balance competing demands, as will be detailed in Chapter 5* 

Texas* Thro data base and formula technology were less advanced in 
Texas than In, Illinois during the 1960's; consequently/ officials Jn. Texas often 
turned to the formula experience of other states as a guide to restructuring 
their own formula, in ]964, for example^ when there was considerable pres- 
sure to change the basis for calculating PTE students at the graduate level, a 
subgroup of the Cost Committee conducted a tour of several states with high 
quality systems of higher edueation to study^ among other things, how Resident 
Instruction was budgeted* The study Indicated that the doctoral level In Texas 
suffered the severest underfunding. With this evidence the Cost Committee 
advocated a change to a 12 SCH load for an FTE doctoral-level student* The. 
new weightings were accepted by the legislature^ primarily because of the pro- 
motional efforts of Ray A. Fowler^ acting assistant commissioner for fiscal 
affairs on the Texas Commission staff* 

In the early 1960'i the principal change In formula technology in Texas 
was the inclusion of new areas of the budget under the formula umbrella. This 
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efforf usually involved a fransformafion of "rules-of-fhumb" (which fended fo 
reflect" more fhe hisforical paffern of expendifures, possibly modified fo include 
projections for fufure expendifure levels, fhan any relationship fo ofher cosfs) 
info full-blown formulas. The Texas Commission proposed, for example, a 
more sensifive aid to calculation for determining the Departmental Operating 
Expense in 1963-65. Patterned after the Teaching Salaries formula, the new 
procedure multiplied base period semester credit hours by a schedule of rates 
(by program and level of instruction) to calculate the entitlement. Thus the 
formula reflected more. closely the individual institution's program mix and 
quieted institutional complaints about the insensitivlty of the previous approach 
This new procedure was not officially designated a formula until the 1967-69 
biennial budgetary process even though it was used as a rule-of-thumb for the 
two previous biennia. 

Changes in the Texas system of formulas since the mid- 1 960' s have pri- 
marily taken place within the existing formula framework and philosophy. Thesf 
changes have occurred in three categories: developing new formulas for areas 
of the operating budget which had previously been budgeted on an ad hoc basis; 
adopting new formula variables in established formulas; and updating data bases 
to establish current formula rates. 

During the thorough biennial review of the budgetary formulas under- 
taken prior to the 1971-73 biennium, formula study committees proposed several 

new formulas; however, either the Formula Advisory Committee or the Coordinat 
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ing Board itself rejected the new models. In approving formulas for the 1973= 
75 biennium, the Coordinating Board adopted for the first time a formula in the 
area of Instructional Administration (an educational function in the operating 
budget). An officially designated formula approved by the Coordinating Board 
does not have to be accepted by the Legislative Budget Board or the governor's 
budget office; a formula that is accepted does not have to be funded at 100 
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percent of rhe recommended rates. TteeJegiilatura opted not to use the Instruc- 
tional Administration formula in making appropriations for 1971-73 but ad|usted 
Incrementally the fiscal year 1970-71 appropriations to derive on acceptable 
level of funding. The Legislative Budget Board staff admitted It was a good 
formula but judged It too costly-- the funding level requested for each year in 
the 1973-75 blennium was greater than twice the approprlationi for fiical^year 
1972-73 and nearly twice the amount budgeted for that same fiscal year. For 
the 1975-77 blennium, the Coordinating Board called for the relncluslon of a 
formula for Instructional Administration and the addition of two new formula 
areas--General Instftutional Expense and Grounds Maintenance, 

The second category of Texas formula changes since the mld-1960'^s is 
the adoption of new variables for established formulas. Although there have 
been no such changes In the Resident Instruction formulas (ue., Faculty Salaries, 
Departmental Operating Expense, and Instructional Administration) since the 
mld-1960's, the changes in formula variables for General Administration and 
Student Services provide a good example of this second category of change, 
the recommended formula for the 1975-77 blennium Is presented in Table 3, 
The principal formula variable was changed to headcount enrollment (rote per 
student) from semester credit hours (rate per semester credit hour) in the 1967- 
69 budget because the rate per student afforded a more realistic picture of Insti- 
tutional needs In the general odmlr titration and student services area. Certainly, 
the new variable favors institutions which attract more part-time students than 
the average, yet the formula has proved satisfactory for most colleges and unl- 
verstties. 

The "percentage of spon^red research" element of the formula was added 
in 1965-67 to compensate the large research-oriented Institutions (e,fl., the Uni- 
versity of Texas and Texas A&M) for the considerable administrative costs of re- 
search-related activities. This formula factor has a dollar Impact for the large 
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Tabia 3 



Texas Coordinating Board Recommended Formula for 
General Adminiitratien and Studenf Seryices22 

(Public Senior Colleges and Unlveriitiai/ 1975^77 Biennium) 



Full Semeiter 


Rate Per Headcount 


Enrollment 


H^ddcsunt Enrollment 


Fiscal 1976 


Fiscal 1977 


First 4^000 
N<mf 4,000 
Above 8,000 


$122.01 
9h01 
81 .99 


$129.33 
96.47 
86.91 


Fiscal Year 1975 Educational and 
General Appropriation Exclusive 
of Appropriation for General Ad- 
ministration and Student Servlcei 


Fiscal 1976 


Fiscal 1977 


Institutional Total 


1.0% 


K0% 



(Fall Semester 1974 headcount enrollment times the above rates plus 7^1/2% of 
sponsored research funds expended during fiscal 1974 plus the above percentages 
of total Educational and General Appropriations for fiscal 1975*exclusiya of 
General Administration qnd Student Services.) 



institutions only. Final ly^ the factor for the percentages of Total Educational 

and General Appropriations was added In 1971-73 at the behest of several 

smaller Institutions which complained that their a^ml Iments were too low-=be- 

low a critical mass— to generate sufficient resoLFrees to meet actual costs 'for 

general administration and student services- The formuvia study committee which 

suggested this third factor prior to the 1971=73 budgetary cycle noted that the 

advantages of using a percentage of appropriated Educational and General 

Budget are: administrative work not related to headcount enrollment Is recogn^ 

ized; the use of the appropriated budget level is a definite and auditable amount 

the existing formula Is kept intac* because the factor adds to rather than replace! 
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the existing formula^ and there is an automatic escalation feature. However^ 



fhe legislature has not accepted this last factor in making Its appropriation but 
relies instead upon the previous funding level to base its decisions. 

This account of the ilow evolution of the General Administration and 
Student Services formula Illustrates several outstanding features of the Texas 
formula system. First, the budgetary formulas are in fact snapshots of historical 
patterns of resource distribution; the alteration of existing formulas is performed 
to maintain as closely as possible the current al location pattern. In this sense 
the formula elements ore more rules-of-thumb than representative of actual unit 
costs. Secondly, the historical pattern of funding levels Is adhered to closely 
by the legislature In making Its appropriations* Finally, one observes a definite 
statewide concern for "balance" whereby institutions hold positions of status 
quo relative to one another and are not openly jockeying for improved positions 
y|s»a-vU the other institutions as usually occurs in most budgetary processes. 

The third and most common category of formula changei in Texas is up- 
dating the data bases for the formula rate schedules. The thoroughness of the 
formula review depends on the membership of the Individual formula study com= 
mittees, If such committees are employed, or of the Formula Advisory Commit- 
tee. During the concerted restudy of the Texas budgetary formulas prior to the 
1971-73 blennlum^ the Faculty Salaries Formula Study Committee, for example, 
headed by Dr* F* Lanier Cox of the University of Texas at Austin, mode a 
thorough study of the existing formula and recommended extensive revisions in 
the entire rote structure. A brief examination of this committee's efforts reveals 
some of the conslderaHons and political interplay involved in the rethinking of 
an existing resource allocation scheme. 

The Faculty Salaries Committee first Investigated the feasibility of 
breaking down the composite undergraduate rates Into lower-division and upper- 
division categories. Also considered was the development of o composite gradu= 
ate formula rate for each program leading to a doctoral degree to be applied to 
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all graduate hours. But, because of technieal and political obstacles^ both 
propoials were dropped In favor of the eKiiting formula method. 

The problem of equity led to the dropping of the undergraduate splits- 
rate structure, despite the fact that a viable computer methodology had been 
developed for this purpose. The proposed approach would have Involved a 
complete restructuring of salary rates and S/F ratios in the lower and upper 
divisions* Trial computer runs demonstrated that the large institutions/ the 
University of Texas at Austin and Texas A&M University, would have received the 

greatest benefits from the new breakdown because they had the highest densities 
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of upper-division courses and students* Various artificial schemes were sug* 
gested as alternatives, but even these favored three or four institutions with 
large Increases in funding, while the remaining colleges and universities 
received only small increases. Because the resource distribution schemes 
favored the University of Texas and Texas A&M, the Faculty Salaries Cpmrnittee 
was forced, for reasons of equity, to discard plans for the lower-^diviiion/upper^ 
division rate breakdown. 

Once the decision to retain the existing formula structure had been 
made, the committee thoroughly examined all program areas and all factors 
which contributed to the determination of formula rates for those programs. The 
capability for centrally gathering information in the state was not adequate for 
thorough formula review* The committee relied heavily on data collacted in a 
1967-68 study of the faculty salaries area conducted for the Coordinating Board 
by William Thomas, a financial officer at Midwestern University* These data 
(which included intro^ and inter-state comparisons) served as guidelines for 
determining the S/F ratio to be used by the Faculty Salaries Committee In cal- 
culating the proposed rates for each of the program areas* (One observer noted 
that S/F ratios were set "by guess and by gosh*" The Committee tried to establish 
formula rotes that seemed reasonable by testing various combinations of S/F 
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ratios and faculty lalariGs.) The Commlttea recornmended that S/F ratios be 
incraasad in almost all program areas and levels of instruction because teach- 
ing In Texas was not os "productive as !n the comparison states*" (These pro^ 
ductivlty increases are shown in AppendiK C# Tobies C^d and C"4*) 

Similarly, the Committee used data from the Thomai sfudy (though In^ 
completa) along with personal experience to establish the salary levels used in 
calculating formula rates for the program categories* An inflationary factor 
was used to update the available data to 1971-72* The Committee was liberal 
in its assignment of S/F ratios but conservative in its adjustment of salaries-- 
the Increase in S/F ratios had a greater impact on the siEe of the budget than 
did raasonable Increases in salary averages. Nonetheless^ the recommended 
salary levels ware signiflGantly higher than existing ones* 

One indicator of the suitability of the formula rates was a comparison 

of the statewide appropriations In FY 1968-69 for each program with the amount 

actually budgeted by all of the institutions for each program: 

The Committee, while reemphasizing the essential underlying 
concept of the formula approach that formulas should produce 
an equitable distribution among the institutions of a total 
number of dollars sufficient to finance adequate faculty salaries 
at all of the Institutions and should not be used to restrict insti- 
, tutlonal flexibility in the expenditure of these ^nds, did com- 
"pare the total statewide appropriation in fiscal 1969 for each 
formula area with the total budgeted by all of the institutions 
for each such area* Although the institutioni necessarily 
operated within the constraint of the overall amount appro- 
priated, a statewide comparison of the total budget to the 
total appropriated for each program area does give some 
indication of the adequacy or inadequacy of the formula rates 
for the various programs. This actual experience was given con- 
sideration in determining the extent of the increases proposed* 
For example^ In detemiining the formula rates for Teacher Edu- 
cation, Social Services, and Library Science, the fact that 
there was underbudgeting in these areas influenced the fixing 
of a lower rate than would have been fully Justified on the 
basis of the out-of-state data on student-^teacher ratios and 
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salaries for these programs. Conversely, in those areas 
such as Nursing, Fine Arts, and Agriculture, whare sub-' 
itantial ©verbudgeting occurred, an attempt was made to 
fiK a ^formula rata which would provide greater parity with 
other'program areas but which also would be fully supported 
by the available out-of-state data* 

The experience of a^^atewide underbudgeting (2.8%) in 
Liberal Arts was discounted for the reason that the large 
appropriations resulting from the number of students In this 
area are the source of institutional funding for other pro-' 
grams which are underfinanced. 

With regard to new-^^ogram funding, the Faculty Salaries Committee 
pointed out that "new programs requested by the Institutions and approved by 
the Coord Inoting Board reeeiye no Immediate support from the state and may 
exist for a numbei^ of years before the volume of semester credit hours produced 
by the program is large enou^ to provide a sufficient appropriation to pay 
neceslary faculty costs. The situation was especially critical in the flnonc^ 
Ing of new professional and graduate programs where support costs also ran high. 
The committee was unable t^davelop a formula for new programs because of 
time constraints but did recommend that requests for new-program funding be 
Included in the total for Facylty Salaries and not be shown as a special item* 
However^ the Coordinating Board did not incorporate the suggestion into the 
Faculty Salaries formula request. 

Although the study of the Faculty Salaries formula for the 1971-73 
biennium was probably more thorough than the reviews conducted by other 
formula study committees^ the general appVoach was similar. The study com- 
mittee concept was not used for updating the 1973-75 formula but did reappear 
in reviewing the recommended formulas for 1975-77. The reviews were^ in 
general^ not as thorough as in 1971-73. 
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THE DEMISE OF BUDGETARY FORMULAS 



The budgetory formulas in California and jllinoii were abandoned in 
the early 1970's^ while the Texas formula system remains in use* Why were 
formulas retained In one case and dropped in the others? The dissolution of 
formula procedures Is characterized by an erosion of Irust and confidence in 
the budgefory formula (s)^ and a lock of responsiveness to state=level preisures 
for change p Moreover^ the deterioration of trust and confidence is speeded 
h^y Q breakdown In interorganizotional communications on policy matters in 
general and budgetary concerns In pdrticular* Stated briefly^ Texas has never 
experienced an economic situation bleak enough to force the institutions to 
seriously undermine the formula through manipulation. Moreover^ the agencies 
: with responsibility for higher education operating budgets have always main^ 
tained very open channels of communication . These conditions did not obtain 
in California and Illinois, 

State Economi^Condltlons 

California , Both Illinois and California higher education eKperienced 
rough sledding in the late 1960*5 and early 1970's because of serious statewide 
revenue constraints. The rapid growth of higher education in California dur- 
ing the earl)e^*arld mid-1960's^ with a concomitant Increase In the cost of ser- 
vices/ signaled the pressures that would alter the formula in the 1970's, In 
general/ skyrocketing costs forced the' state to examine agency budget requests 
more closely in order to reduce low-'priority items and to force agencies to 
operate more efficiently. 

While the state colleges campaigned for lighter faculty workloads for 
graduate Instruction and for research release time, the Legislative Analyst's 
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staff ^engaged In a counter^offensfvealmed at increoiing the productivity of 
the faculty. The first indication of this concern for the "more efficient use 
of foculty raiources" appeared In the Legislative Analyst's report for FY 1962- 
63. In the early 1960's enrollments began to create heavy demands for state 
resources^ 'Consequently^ the Analyst's staff assumed that productivity in 
higher education could be improved. Furthermore^ the staff argued that en^ 
rollments would have to increaie without a correspondingly large Increase in 
teaching staff/ ^ The Analyst's staff^ in the FY 1962^3 report, looked 
closely at the state college faculty staffing patterns* Although the faculty 
staffing formula was a resource acquisition device, the staff emphasized that 
the formula had to be the source of any productivity gains: 

It must be understood that this formula is employed for budg= 
etary purposes only: The actual assignment of teachers, the 
determination of proper class sizes and the distribution of 
teaching load has been left to each college* In practice, 

ll the workload at any college or for any single department 
varies above and below the formula allowance* Thus, re^ 
leased time (a lighter load) may be, and has been^ achieved 
for some faculty members by increasing the workload for 

yothers. And, because the formula also takes Intjo consldera^ 
tion the class size deemed appropriate for each type of 
ct^urse, it is also possible to vary workload by ad|usting 
*;lass sizes* Moreover, by increasing the average size for 
«n classes, it is possible to reduce coursf loads across the 
board, 2g 

The Legislative Analyst's suggestions for Improving productivity tended to limit 
the WTU faculty staffing formula's fleKibility: 

1 , Increase average, class sizes by ex^nding all classes, 
by utilizing Q greater number of larger classes, or by 
reducing the number of very small classes, 

2, Increase faculty workload in terms of the number of - 
courses or course units taught by reducing noninstruc- " 
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Monal acMvitles or by raducing the number of class 
hours required for each course. 

The Legislative Analyst recommandad that both tha state collagas and the 
Unlverilty of California initiate productivity studies and report to the 1963 
session of the legislature their preliminary findings. 

By early 1964, the staff of the Legislative Analyst had become highly 
critical of the faculty staffing formula, arguing that it had outlived its use- 
fulness. The Legislative Analyst's report for FY 1964-65 recommended the 
adoption of a systemwide S/F ratio supplemented by annual reporting of ratios 
by level of instruction and deportment for each college. Furthermore, the 
Anelysfs staff suggssted that the colleges should seek ways to increase the 
overall S/F ratio from 16.1 to 18.1 or 20.1 by Increasing class si.e, where 
justified, and by providing the faculty members with incentives for taking on 
lorger student workloads.6° p^^^.,^ ^^ese recommendations, the WTU faculty 
staffing formula remained Intact until 1971. Note, however, that when the 
^ formula was finally changed by the Department of Finance, its new form was 
very similar to that recommended by the Legislative Analyst's staff in 1964. 

The fiscal stresses forced a ceiling on the higher education budget for 
FY 1970-71 . FY 1970-71 was projected as a very lean year for the Callfomia 
state treasury-the revenue base was not expected to increase that year be- 
cause the legislature was not willing to hike ta.es with an upcoming election 
in 1972. Because statutory requirements committed most of the revenue, higher 
aducation remained an area that could tighten Its belt. Furthermore, Cali- 
fornia suffered the cash flow problems typical of states without taK withholdmg 
schemes. As a result, the state had to borrow huge sums of money to pay off 
debt service because the state did not receive the bulk of its revenues until 
April. Unfortunataly tha particularly high debt service absorbed many dollars 
which might otherwise have flowed into the higher education sector. 
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The budgetary process for FY 1970-71 differed from previous years in 
that the Deportment of Finance established a dollar target for the state college 
operating budget request, However^ decisions concerning ingredients of 
the total budget were left to the discretion of the Office of the Chancellor and 
the col leges. The Chancellor's staffs working within the fromework of the WTU 
faculty staffing formula^ requested an additional 1, 153 faculty positions to meet 
anticipated enrollment Increases. 

Everything proceeded smoothly until May 1970 when the Department 
of Finance suddenly realized that there would be on enormous deficit f^r FY 
1970-71 unless corrective action was taken* Because of the late timing of the 
discovery^ the Legislative Analyst's staff was compelled to prepare alternative 
strategies for reducing the prolected deficit. One proposal, subsequently 
agreed to by the 1970-71 budget conference committee^ was to eliminate the 
graduate-level differential which had been Implemented in 1967. The follow- 
ing year when the state colleges proposed reintroduction of the lO-unlt load 
for graduate Instruction neither the Department of Finance nor the legislature 
would accept it. Both state-^level organizations argued that the colleges 
could squeeze the extra time for graduate instruction out of the formula-^-they 
had always done so prior to 1967. The Chancellor's strategic error appears to 
have been not formally incorporating the graduate instruction differential into 
the formula structure in 1967; the differentia! had been treated more as a gen- 
eral policy agreement at the time. 

Illinois, The first indications that state-level officials in Illinois were 
becoming more cognizant of the relationship between higher education budgets 
and the solvency of the state treasury appeared in late 1967 and early 1968 as 
the Board of Higher Education's public members be^n to complain more frequently 
that institutions received larger reimbursements from grants and contracts for 
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indirect costs and that fheie same institutions had complete freedom in spend- 
ing the revenue. In short, these IBHE members argued that this income should 
be deposited In the state treasury to reduce the General Revenue funds Gctually 
appropriated. As a result of the increasing concern, the Budget Formula Com- 
mittee established a subcommittee to prepare guidelines for reporting indirect 
cost income and expenditures. 

^- The Budget Formula Committee also began to consider a number of 

problem areas. Including cost increases, methods of r^^leetmg full funding, 

and the refinement of budgetary procedures toward program base budgeting 
62 

and tuition levels. In general, the phenomenal growth of Illinois higher 
education between 1962 and 1968— the doubling of public institution head- 
count enrollments from 119,668 to 243,780 students, ihm more than doubling 
of state resources appropriated for operating budgets from $236 million to 

$593 million, and the establishment of 19 new community colleges and six 
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new university campuses— final ly caught up with the state's treasury. 

The severity of the state's fiscal plight was made known soon after the 
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new Republican governor, Richard Ogllvie, took office in January 1969. 

Ogilvie directed the Department of Finance to undertake a thorough review of 

the budget in preparation for his first state budget presentation to the legis= 

lature. Before the review had been completed, the Revenue Study Commission, 

appointed by Ogilvie's predecessor, estimated a budget deficit of more than 
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SI billion for FY 1 969-70 alone . The Department of Finance's review and 
the Revenue Study Commission's projected deficit weighed heavily In the 
governor's April 1969 budget message. Ogilvie confirmed the projected 
deficit, proposed that the deficit be erased with a "combination of tight fiscal 
controls and enactment of a state income tax," tightened fiscal controls by 
shifting from a biennial to an annual budgetary cycle, and recommended the 
creation of a powerful Bureau of the Budget (with responsibility for budget and 
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fiscal analysis, long-range planning, program evaluation, and development 

of managemenf mformaMon systems). Consequently, higher education lost the 

stature that It had en|oyed in the public mind during the 1960's, The proposed 

income tax brought heavy attacks on the higher education community for its 

alleged unchecked spending. Moreover, higher education was no longer the 

governor's top priority budget item; instead, the top priorities were elementary 

and secondary education, transportation, and ravenue sharing with local 
66 

governments , 

Ogilvie made no reductions in the Illinois Board of Higher Education 
recommendations for FY 1969=70, noting that there hod not been sufficient 
time to permit adequate analysis of the recommendations; however, he ex- 
pected the legislature to slash the IBHi request. Higher education did come 
under pressure during the 1969 session of the legislature- Layzell notes^ 

The universities were charged with waste. Inefficiency, mis= 
management^ poor administration, and, in some cases, with 
deception* The Board was accused of being too solicitous of 
the universities' welfare and with not supplying the legislature 
With the information it needed to judge the merits of higher 
education appropriation requests, 

Nonetheless, the legislative reductions, though severe, came primarily in the 
capital area and retirement fund and did not have □ significant impact on the 
Instructional area. Higher education operating requests, however, were 
treated more harshly by both the Bureau of the Budget and the legislature in 
subsequent years. 

Formula Manipulation 

The use of budgetary formulas to maximize budget appropriations' — by 
means of either the "legal" alteration of formula parameters to benefit the 
institutions or the "illegal" misrepresentation of historical or projected data — 



was a significant factor in the erosion of state-level trust and confidence in 
the California and Illinois formulas* (That fi not to soy that collages and 
universities In Texas do not seek to Increase their share of the state appropria* 
tion^ but rather that there have generally been few complaints that institu- 
tions purposely misrepresent their budget requlrementf through formula mani- 
pulatfon*) Legislatures and eKecutive budget offices had intended formulas ■ 
fo serve as instruments which generate institutional budget requests based upon 
objective criteria and not as tools for ''rafdlng" the state treasury* 

California, Developers of the California State Colleges' WTU faculty 
staffing formula at both the state ond institutional levels were apprehensive about 
potential formula manipulation from the very beginning* James Enochs of the 
Department of Education had anticipated the stote^level concern in 1953 when 
he warned the colleges that any increase in staff would require a convincing 
justification, based on either expanded curricular offerings necessary for a 
minimum curriculum in a given program or large increases in student enroll- 
ments* However, Enochs cautioned against trying to justify staff increases on 
the basis of an expansion of curricula i 

Having had a fairly successful legislative budget hearing^ and 
having received favorable support in terms of our attempts to 
study our programs^ the Division of State Colleges and Teacher 
Education and the colleges themselves are on the spot* If we 
are to continue that favorable position we will hove to be 
rigorous in applying our own contro|s*^g 

Enochs also noted that the one state reservation was the question of the 
extent and location of control* Enochs^ In frequent contact with state officials/ 
argued that the colleges were capable of self-policing; in fact, he felt that ' 
policing could be done effectively only at that level* He guessed that the 
legislature was willing to accept that princlpla/ but that legislators would 
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watch the FY 1954-55 requests careful iy to insure adequate col lega-level 
controL The formula could be scuttled, Enochs predicted, if just one college 
presented a request for staff significantly larger than the one for FY 1953-54* 
With this in mind, one dean of instruction pleaded In 1953 for the conservative 
use of the formula: 

The permanent success of the Formula will be determined 
largely by the use made of it this year. Requests for staff 
Increases should be applied honestly, conservatively^ and 
with a pure heart 

In the late 1950's, however, the WTU formula began to be misused » 
There had not been much distortion of the formula during its first few years be- 
cause it took time for the campuses to learn to use the formula, and there was 
sufficient enrollment growth guaranteeing increased budgets to preclude for- 
mula manipulation* But the colleges eventuaUy learned to use the formula to 
their own advantage— campuses sought to enrich the staffing pattern with 
courses and classes that carried a richer faculty staffing* This was quite easy 
to do with the rapid enrollment growth and the steady increase in new curri- 
cula* One observer noted that two campuses In particular--Los Angeles State 
and San Fernando Valley (now Northridge)--were prime examples of institutions 
which abusad the formula* In addition^ two other colleges— California Poly- 
technic Institute and Humboldt State-Avoided formula manipulation by enrich- 
ing their budget through use of favorable political forces in the legislature* 

The Department of Finance, always in close contact with the state 
colleges through Enochs of the Department' of Education, became increasingly 
concerned about the formula misapplications for two reasons* First, the formula 
was not really an ob|ective instrument* A large sublective element of the 
formula dealt with the questioni What must be offered to provide a satisfactory 
program? As curricula and courses proliferated in the late 1950's and early 
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1960's, it was clear fhof fherti were great differences of opinion across colleges 
Secondly^ the state colleges never adequately defined what an approved pro^ 
gram was or what elernents were supposed to be included in such a program * 
The result was the proliferation of courses in the colleges. 

Another troublesome aspect of the formula procedure was the review of 
the budget requests* During the 1950's a small group of administrators, in== 
eluding Enochs^ checked the state college budget requests at the Department 
of Education* The review focused on the staffing worksheets on a class^by- 
class basis/ and was done by hand^ The accuracy of this group's work had en^^ 
gendered considerable trust between the Department of Finance^ especially 
between Roy Bell and Enoch's team* However, with the rapid enrollment 
growth in the late 1950's and early i960's^ the class^by-clasi check became 
difficult to perform because of constraints on manpower and time* Conse- 
quently, the quality of the review deteriorated, and with it went the Depart^ 
ment of Finance's faith In the Department of Education's capacity to police the 
formula * 

The creation of the Board of Trustees and the Systemwide staff ended 
the liaison function performed by Enochs for both the Department of Education 
,qnd the Department of Finance* Observers have noted that Finance began to 
audit the faculty staffing formula after Enochs relinquished his duties as 
"pDllceman" of the staffing worksheets* Prior to his departure^ Enochs was 
largely responsible for the relationship of trust between the colleges and the 
Department of Finance* 

Postaudits had always been conducted by Finance, even before the ad- 
vent of the WTU faculty staffing formula*. The postaudit checked the college 
class schedules to determine whether or not all of the courses that were sup- 
posed to be offered had In fact been offered* The Department of Finance 
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"slapped a few wrisfs" for InfracHoni found in rhe posfaudUs^ but these errors 
did not affect the budgetary outcomes the ne><t year. 

The first Finance management audits were conducted during FY 1964- 
65 for a number of reasons* First, enrol Iments increased rapidly during the 
early and mid-"1960's with a concomitant increase in the cosf of servlceip* 
Consequently, the Department of Finance investigated the proliferation of 
courses and programs in the state colleges* Secondly, some colleges applied 
the staffing formula differently during the early 1960's, as indicated by the 
sudden plummeting of S/F ratios at some institutions^ but not at others* Even 
those institutions not having a rapidly declining S/F ratio often manipulated 
the formula with some sophistication. Finally, there were pressures within the 
faculty to drop from the 12^unit workload to one of no more than nine units. 

Once the WTU formula was firmly established^ the Department of 
Finance was not concerned that the faculty staffing formula would "break the 
treasury. " The state's enrollment growth projections were reasonably accurate 
(if on the low side) and there were no major surprises; in addition, higher edu= 
cation had a high priority in state finances during the early 1960's* In fact/ 
if higher education had needed additional funding, it probably would have 
been furnished at the expense of some other public sector. However, the 
worsening reputation of the formula and the increasing demands of other 
agencies for sear ce resources brought on management audits * 

At first the audits were simply a ch#ck on errors mode in the budget 
requests* Finance found many errors-=insfitutional representatives tended to 
complete the staffing worksheets without careful review^ one observer com- 
plained. The Chancellor's staff performed a cursory review^ or "paper audit," 
of the institutional requests by comparing current requests with historical trend 
data, but the staff was not large enough to conduct a full-^scale review. Con^ 
sequently. Finance began to uncover gimmickery in its checks* 
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One common mbllluHonal pracHce was fo project course enrollment; 
at just over the "breaking points" for the particular modes of Instruction in 
order to increase the number of extra sections needed* Rather than staffing 
these extra sections^ the institutions changed the mode of Instruction foe the 
course or put all students into one class and used the "extra" faculty positions 
generated by the formula as discretionary resources. The state colleges often 
claimed, for example, that they were given insufficient administrative posi = 
tions. Therefore, the colleges might have used the "extra" faculty positions 
for administrators— a practice known as "bootlegging J* In FY 1969-70 some 
state colleges were caught using faculty positions to supplement the admin- 
iitrotfve positions. In one such case, the FY 1969-70 budget provided 
Sacramento State College with 26 faculty positions for academic planning* 
The college actually, however, allocated an additional 13*1 positions to this 
activity from positions budgeted for teaching functions. The 1969 session of 
the legislature was sufficiently concerned about the reallocation of teaching 
positions that It put limited language into the 1970 Budget Bill to control this 
misuse of the formula, 

Another tactic used by the colleges was to ask students originally en- 
rolled In sections of undergraduate courses In which enrollments eKceeded the 
breaking points to enroll for Independent study courses* The students continued 
in the undergraduate course but received credit for an independent study course 
which had a richer faculty staffing value* 

What the misal location of faculty positions did t© the state level's trust 
and confidence in the colleges Is evidenced by four concerns in the Legislative 
Analyst's FY 1970-71 report: 

1 * The budget does not give an accurate picture of the 
amount of academic administration performed at the 
collegefp 
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2. PosiMons justified to the legisloture for the pur- 
pose of teaching are not in fact used for that pur^ 
pose , 

3* Doubt is created whether additional administrative 
duties could be |ustified through the budget review 
process, 

4, The validity of the faculty staffing formula used to 

generate teaching positions becomes difficult to sub-^ 
stantlate.^2 

The Department of Finance conl^ended that institutional planners used 
linear programming methods to estimate classroom enrol ImentS/ and that this 
methodology led to the "stacking" of predicted enrollments just over the break'^ 
Ing points. Finance used statistical tests to determine whether or not there was 
indeed a random distribution of courses with classes enrol led beyond the breaks 
ing point. When infractions were uncovered, using this technique, Finance 
disallowed the questionable requests for faculty positions* As Systemwide's 
own Internal auditing procedures became more sophisticated in the late 1960's/ 
most of these discrepancies were corrected by the Systemwide staff prior to the 
incorporation of the Institutional requests InTo the Board of Trustees budget. 

The Department of Finance Audit Division was heavily criticized by the 
colleges for two reasons* First, the colleges were opposed to the manner in 
which some of the audits were conducted* Finance conducted several audits on 
campuses by disguising the auditors as students-^^the auditors attended classes, 
noted enrollments and modes of instruction, and compgred them with what was 
dctually requested in the staffing formula budget request* Opposition to these 
auditing tactics became so vocal that Finance was forced to subsequently cur- 
tail this type of audit. The Audit Diviilon's efforts were thereafter focused pri- 
marily on institutional records* Secondly, and more important, the Department 
of Finance reneged on Its agreement with the state colleges to use the formula 
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as a resource acquisition device. Instead, Finance beS^n to use the WTU 
facuUy staffing formula as an audit track* That is. Finance argueo that the 
colleger were suppoied to use their Faculty positions SQ^e (o^ nearly the 

same) manner in which they were generdted by the f^rfriula. Thus, Finance 
viewed the formula as an internal management instruf^^"^ ^ell ^ res^yrce 
acquisition device* 

By downplaying the original formuiQ ground f^'®^/ Finance limited 
Institutional flexibility, |f was extremely difficult to predict accurately en- 
rollment levels or even model of Instruction 18 montN prior to the beginning 
of the fiscal year. A certain gmount of "^^^^ Ftnan^^ considered "misapplica- 
tion of the formula" was only infernal reailbcation f^r projections that did not 
materialize. In the lote l960's, the Dap^rtment of Finance appeared to soften 
Its position fegarding \ha use of the formula: the faff"^'^ was not intended to 
be an internal management tool, but Finance wanted "lake certain when a 
college said It was offering Q large class In a lectur^ ^^"z it actually was-Hf 
the class were smaller thon eKpected, for example^ lt should be classified pro- 
perly. 

Although manipulation of the Col^fornig \^^U Acuity staffing formula 
had been rampant throughout the l960's, the cumulative effect woi not felt 
until the 1971=72 budgetary cycle and the release Teerink Report, a 

Department of Finance-sponsored revlaW formula i^^«9e. That report niys« 
rrated that the manipulation of the extremely fleKlble formula had reached dis- 
tressing levels from a Department of Finance perspact^ve, and that the cost to 
the state was becoming e?ieessive, When complQints formula looseness and 
undersirable Incentive structure were combined with ^" increasing interest In 
management control of outputs rather than inputs, as ^^ey were In the Teerink 
Report, the WTU formula was doomed. 
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( 1^ % problem of formula manipulaHon was slighHy differenf in 
^^^^ k P viewed from fwo levels. FirsK the insHtuHons enqaqed in 

5 \ ^es In applying the uniHcost formula fo generafe f-helr requests 

t*. ,# ^ Education. But because such manipulation was con- 

id^^h higher education sector and did not reach the De« 

^^'(^'r)^/'^ ^^^^ importantly/ the legislature^ it did not imperil 
^_ /i^^^ \ fLS^^^^^^^* However^ the state-level did begin to lose con- 

' ^ t / la as a generator of the higher education sector's true 
h| j^*^ ^ j^f^ j ^vas too rich* Surely this complaint focused on^ ^mong 
Ciii / H d ^atch-up" funds provided some institutions to make up 

^^f f ^ budget bases, Thus^ the state^level saw a grosser form of 

hK \ 'tf. /^h the entire sector's needs were somewhat misrepresented. 

/''^^ ^ ^^^^/^ ^ footed by a Bureau of the Budget officiah 

^st^ /'^® period 1 1969-74], BHE sought to defend a 
fl^^^tf for universities which built upon the in- 

^1 V^j 0 V-^^'ng base of the 1960's, Detailed budget re- 
^^\ '/f^ /^^^ricted to new programs and capital projects* 
^^^H r ^^^ generdted by the formula grew faster than 
1 J^k m^yN^/ the Board sought first to modify the for- 
(^^,^FWscropped.t.73 

H^. . has the use of formulas in Texas been relatively free to 
*h /? \ f) reason is that historical data/ the basis for the Texas for- 

\ / ^reas profected doto are alwavs uncertain. In contrast to 
K /' the Texas Commission on Higher Education and Its sue- 
y/ ^^o^^r ^'ng Board, have always wielded strong program review 
^'^^^^'^'^^1 \y^^K /^^"^^ faculty slots for administrative duties, 

ti^ . ^ i ^hjversities may somatimes violate the regulations concern- 



• h \ r I Sources between functions. Yet the mcantivo structure 
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-/^^ \ III ' Faculty Salaries encourages adherence to the letter of the 
\ ifn^/ ^O"" Faculty Salaries are based on semester credit hour pro- 



InstUuHons are Free to employ as few or as many faculty positions as they wish 
Within the constraints of the total resource pool available, and may even, sub 
rosq, assign faculty positions administrative duties, but unless the semester 
credit hour production is sustained or increased, the resource level will decline. 
Because administrative posts do not generate semester credit hours, the con- 
tmued practice of using teacher resources for administrative functions in no 
way enlarges the Faculty Salaries appropriation and may even reduce it over 
time . 

There ore other plausible reasons for the Texas institutions' conformity 
to the rules of formula usage. A state auditor's office, with a role similar to 
that of the California Department of Finance Audits Division, audits the insti- 
tutions' reported semester credit hour production; although these audits are not 
performed on a regular basis, all of the schools ore eventually reviewed. The 
Coordinating Board must certify each biennlym that the colleges and universities 
have applied the budgetary formulas against the correct semester credit hour or 
heodcount enrollments. Prior to 1965, one institution was rumored to have In- 
flated its report of masters-level semester credit hour production. The Texas 
Commission investigated the matter, discovered that the production reports were 
indeed false, and reduced the recommended appropriation for the institution. 

Another factor which reduces the need to manipulate the formulc in 
Texas Is that Institutions may request resources In excess of the formula- 
generated totals. In requesting resources for the 1971-73 blennium, for example, 
the 22 public senior colleges and universities requested more than $42,8 million 

over the amounts which would have been produced by using the formulai recom- 

75 

mended by the Coordinating Board. Under certain clrcumitancas, and assum- 
ing a sound justincation for the ovoraga, the legislature may approve the request. 
Generally, however, the Legislative Budget Board staff begins with the Coordi- 
nating Board recommendotlons (I.e., the amounts generated by the designated 
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formulas) as an upper limit and makes cuts according to the legislature's 
priorities . 

A final element of the formula system which functions to minimize chl^ 
canery Is contingency funds provided in some biennial budgets* Becausa the 
Texas formulas are applied against historical enrollment or semester credit hour 
projection dota^ appropriations for the second year of the biennlum tend to lag 
at least two years behind real needs during a period of enrollment growth* 
Consequently/ the legislature appropriated contingency funds for Faculty Sol- 
aries for some biennia during the growth years of the 1960's to cover enrollment 
growth during the second year of the biennium; the funds were appropriated to 
the Institutions, but allocated by the Texas Commission on Higher Education 
or the Coordinating Board according to the Faculty Salaries formula* The con-= 
tlngency funds usually did not satisfy the demands which growth imposed during 
any parHcular biennium* Accordingly/ the Commission or Coordinating Board 
distributed the funds in compliance with the formula on a prorated basis. None- 
theless^ the institutions could anticipate some extra resources to cover unantici- 
pated enrollment overruns* 

Breakdown in Interorga n Izotlonal Communications 

A third factor responsible for the dissolution of a formula system (or any 
budgetary procedure) is the disintegration of interorganlzational communications^ 
Gccompanied by diminished trust and confidence among the budgetary actors* 
In particular, a requesting agency's success depends heavily upon the ability to 
maintain open lines of communication with higher levels in order to pick up 
cues and signals from the environment* The last stages of formula evolution in 
both California and Illinois were chgrgcterized by either a closed system or a 
unidlrecHonal flow of information between organizations. 
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California, The bitfer cdnfroversy over formula use in California was 
fueled by the report of the Teerink Committee. This committee was an ^'efficiency 
task force" commissioned by the Reagan adminiitratlon to study Issues related 
to faculty workloads in California higher education, specifically, in the Cah 
ifornia State College System and in the University of California. The Depart- 
mt;nt of Finance, which commissioned the study, intended the work to be an 
obiectlve, academic review exercise,^ Initially, the Committee analyzed such 
data as student enrollments by level of student, the number of courses per stu- 
dent, and faculty and class size to determine such indices as teaching effort 
per student credit hour, the teaching effort at each faculty rank, and the 
average class size 7^ But between September and December 1970, the Com- 
mittee's work eased its way into the ongoing budget cycle for FY 1971-72. 

The Department of Finance reiected the state colleges' FY 1971-72 
formula-generated budget request for faculty staffing, ostensibly because 
Finance would not accept the heavy independent study load generated by the 
formula/^ The underlying reason was undoubtedly one of economy. No prior 
notice of this Finance action was offered to the Chancellor's office. The state 
colleges' Board of Trustees had adopted a budget request of $369.3 million, 
which was sliced to $316 million In the governor^ budget. Furthermore, the 
1971-72 governor's budget contained a reduction of 1,392,4 faculty positions 
below the level generated by the staffing formula, a cut of $14.4 million 
"based on skepticism as to the Implementation of the formula." This person- 
nel reduction was actually 250 less than the number of positions authorized for 
FY 1970-71--despite a pro|ected enrollment Increase of 18^525 FTE students. 
Observers were first unclear as to the source of the data used to justify Finance's 
position, but soon it was revealed that the data had evolved from the Teerink 
Committee's work. 
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The final draft of fhe leerlnk Report did not appear until Morch 1971^ 

and than only in limited circulation* The contents of that report previDUsly 

had been rumored to exist, but had not been made available to either the state 

colleges or the Legislative Analyst' i staff* With respect to the state collegei/ 

the Teerink Committee recommended that the colleges discontinue the use of 

the faculty staffing formula and weighted teaching unit (WTU) as management 
80 

and budgetary devices* This recommendation was based on an analysis of 
fall 1969 data submitted to the TeerinU Committee by the colleges* 

Firsts the Committee argued In the RepO't rhat the formula could be 
easily manipulated* By "applying appropriate fechniques, the very flexible 
formula can be made to provide varying numbers of full-^time equivalent faculty 
positions for the same numbers of students or conversely accommodate a vary- 
ing number of students with the same number of faculty J' Secondly^ the task 
force noted that the formula discoupaged efficiency because It tended to give 
greater weight to small clasies and individual study than to larger lecture 
classeS/ consfrafning faculty membars who sought to increase their productivity 
through different modes of instruction* Thirdly^ the Committee claimed that 
the formula encouraged course proliferation because It gave greater weight to 
the addition of a new course than to the addition of extra sections of an exist- 
ing course* Fourthly/ the Committee Insisted that the formula measured the 
instruction Input of full-time and part-time faculty unequally* The use of part- 
time faculty was encouraged ai long as extra weighted teaching units were 
added to the available staffing resources^ and the resources were not diverted 
elsewhere* FmaMy, the Committee noted that the formula dealt primarily with 
faculty rather than students* The formula was structured in terms of inputs to 
the educational process (i*e*, faculty workload) rather than in terms of outputs 
(\*e,*, student credit hours or degrees granted)* The Department of Finnnce was 
especially sympathetic to this criticism and used it as a foundation for the 
interim formula which avolved In 1972. 
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The itofe coliBgei and the Legislative Analyst's staff disapproved of the 
process by which the Teerlnk Committee collected and analyEed the data. 
The Analyst's staff was extremely favorable toward the evaluation of the Instruc- 
tior, function in terms of output and Indlcoted that the Teerink Report might be 
the eornerstone of a new approach to budgeting instructional positions for higher 
education. The staff, however, was deeply disturbed by the Department of 
Finance decision to reduce 1,193.7 faculty positions because it took signifi- 
cant liberties with the data presented in the report. Moreover, the Analyst 
opposed the lock of participation in the decision to reduce the budget. There 
had been no direct input from the state colleges except for the data which went 
into the Teerink Report. Moreover, on such short notice it was almost impos= 
sible for the colleges to gear up for the reduction. 

Illinois. For several years a similar communications problem in Illinois 
plaguedTIia^ionships between the institutions and the Board of Higher Education 
on the one hand and the Board and the newly=formed Bureau of the Budget on the 
other. The problem is sufficiently important to warrant an in-depth raview of 
the historlcaWayelopmeni. >aart of the problem can be traced to a n.w axecu- 
tive director and staff of the Board of Higher Education. Lyman Glenny re- 
signed in June 1968, effective January 1 , 1969, and was replaced by a young 
political scientist, James Holderman. Holderman sought a large staff, partly 
at the urging of the Department of Finance, and recruited young, relatively 
inexperienced flides.^^ ^he institutions had considerable difficulty adiusting 
to the new staff, just a, the staff found it difficult to deal with a new agency- 
the Bureau of the Budget-which was |ust beginning to test its strength. 

The first head-to-head confrontation between the Bureau of the Budget 
and the IBHE occurred In the preparation of the state budget for 1970-71, with 
the IBHE emerging as the winner. Governor Ogilvie, through the Bureau of 
the Budget, pressed for an overall target of $510 million, considerably less than 
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the FY 1969-70 aopropriPtlon, The IBHE later presented reeommendations 

totalling $655.5 mlllien, . In developing the racQmrnendatlons^ the IBHE used 

the same formula proeadures as used In FY 1969-70* The Bureau of the Budget 

had understood that the IBHE was to examine Institutional budget bases to cut 

back on obsolete or low^prlority programs; however^ the IBHE staffs which 

had been doubtful about ever reaching the Bureau of the Budget goals in the 

first place^ claimed that the Bureau's expectations of a thorough budget base 
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review had not been clearl)^ communicated* In the end, the legislature 

took a compromise position closer to the IBHE than to the governor. The net 

effect on the budget totals was a reduction in IBHE recommendationi of less 
84 

then two percent* 

In preparing the FY 1971-^72 state budget the scenario of the previous 

year was repeated^ but with the governor and the Bureau of Budget emerging 

as wInnSK This time the IBHE promised to produce a FY 1971-72 budget that 

was less than or equal to the previous year's total appropriation by making some 

85 

minor revisions in the formula procedure. To aid the IBHE in the budget re^ 
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view tasks^ the Bureau of the Budget agreed to provide planning targets. 

Despite promises t© the contrary^ the IBHE staff did not actively in= 
volve the Bureau of fhe Budget staff in the budget review process* One Bureau 
of the Budget staff complaint was that they were not Invited to attend IBHE- 
Institutional conferences/ although it was easy t© understand the institutions' 
reluctance to make such concessions* The Bureau of the Budget kept its side 
of the bargain^ however, and furnished the IBHE staff a guldelme target of 
$672 million, ^ - 

Needless to soy, the Bureau of the Budget and the governor were not 
prepared for the IBHE "bare bones" recommendation of $860 million In January 
1971, nearly $200 million In excess of the Bureau of the Budget guidelines. 
The IBHE recommendations were Included in the Executive Budget because there 
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was not sufficiant Hme to perferm the complete dnalysls neceiiary to justify 
reductions; however^ the higher education requests were returned to the IBHE 
for a second review. Thus, the governor shifted responsibility for making re» 
ductioni to both the legislature and the IBHE, 

The initltutloni/ in turn, came under conilderable state government 
pressure and placed much of the blame for their predicament on the IBHE itoff , 
Firit^ the institutloni complained that the IBHE staff had not provided them 
with Information concerning either Bureau of the Budget guideline targets or 
even IBHE staff promises to the governor to hold the line on the FY 1971-72 
higher education budget. Thus^ the Institutions felt [ustifled in assuming that 
the eKiitIng techniques. Including formulas^ used to generate budget requests 
would still produce a total which was ''saleable" to the legislature and state 
executive « 

Secondly, the mstltutlons regretted the diminution of the committee 
and task force structures common under the Glenny regime*, Holderman tended 
to deal with Institutional executives on an individual rather than cbllectlve 
basis, leading to what the institutions argued was o breakdown in interinstitu- 
tional communications, especially at the technical level* (A Salary Studies 
Task Force was created to set rotes for salary Increases for the 1971^72 budget 
formula, however.) A particularly sensitive point was the gradual dissolution 
of the Formula Budget Committee, HoldermanU staff was viewed as too in- 
experienced to understand the complexities of the unit=c©st formula, especially 
for reconciliatfon of cost study data and institutional expenditures * Moreover, 
the IBHE staff seldom sought the technical assistance of the experienced insti-' 
tutional representatives, further closing off communications between the lnsti= 
tutions and the IBHE staff. The institutions contended that as a consequence 
of the stafPs inexperience and their reluctance to seek technical assistance, 
the IBHE staff presented a weak defense of the institutional requests before the 
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Bureau of the Budget. (In all fairness to the IBHE staffs one outside observer 
was eonvineed that the institutions ployed upon IBHE staff ineKparienca and 
used their Institutional experience with the formulas to manipulate them to 
their advantage^ inflating the budget requests and finally undermining the 
legitimacy of the formulas.) Another consequence^ from the institutional 
perspectiyo. was that budget requests were reviewed by the IBHE more and 
more on the bosis of subjective criteria. Accordingly^ some institutional of^ 
ficials felt thot the IBHE staff was more concerned with political maneuvering 
than With educational policy. 

The inititutlons lobbied vigorously in the legislature to have the 

governor's recommended reductions restored^ with some small measure of suc-^ 

cess* The governor exercised his new reduction veto authority to bring the 
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budget more in line with his recommendations* The net effect of the FY 
1971-72 budgetary cycle for higher education was a gain in appropriations of 
less than two percent over the previous year. 

The erosion of trust and confidence between the Bureau of the Budget 

and the IBHE finally took its toll on the formula in FY 1972-73. Although the 

IBHE agreed to work with the Bureau to develop better budget preparation and 

review techniques^ the IBHE planned to retain the formula concept (slightly 
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revised) for FY 1972=73. The Bureau of the Budget argued against the for= 

mulo/ having concluded that the IBHE revisions "would not compensate for the 

built=ln inflation nor would supplemental budget review documents provide 
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sufficient data to challenge the formula-'generated request." 

Much to the IBHE staffs chagrin ^ the Institutional requests generated 
with the aid of the formulas were as large as the Bureau of the Budget had pre= 
dieted. Rather than attempting to reduce the requests through analysis^ the 
IBHE staff abandoned the formulas and the formula--generated institutional sub^ 
missioni and spent the month of August 1971 developing a new approach to 




budget review. In Sepfemher^ a lacond budget call went out to all publie 

institutions, instructing them to submit q list of high-priority programs and 
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low-priority programs selected From ongoing or proposed activities, Re= 
sources were allocated from low^priority programs to high-priority programs 
on a statewide basis. This sudden raversa! of budgetary policy signaled the 
death of the unit-cost formula in Illinois, 

FUNCTIONAL ALTERNATIVES TO BUDGETARY FORMULAS 

The California State University and Colleges system immediately 
developed a new allocation procedure, the student credit hour per full-time 
aquivalent faculty (SCU/FTEF) ratio, to replace the defunct WTU faculty 
staffing formula. The Illinois Board of Higher Education, however, has not 
rushed to fill the breach left by the demise of the unit^cost (and related) for- 
mulas, perferrlng to use what one staff member terms as the '^eclectic approach" 
which Includes some formulas In the nonlnstructlonal areas (e.g., the opening 
of new buildings) and rough "Indicators" In the instructional area to provide 
guidance for what has become once again a traditional Incremental proce!;s* 
The IBHE has drawn away from budgetary formulas in a time of declining enrolh 
ments because most enrollment-driven formulas would reduce operating budgets 
at too fast a rate unless the formulas were based upon marginal costs. Instead, 
more fle?^ible Indicators are used to make adjustments as they are needed In a 
more discretionary manner. The Bureau of the Budget continues to be concerned 
about the equity of resource distribution and appears to be moving in the direc- 
tion of a broad fofmula which would allocate resources on a dollar-per-student . 
basis at the undergraduate level, regardless of an Institution's program mix. 
This concept is motivated by a market model of higher education services. It 
appears reasonably certain, however, that whatever allocation schemes evolve, 
there will not be another statewide reallocation exercise for some time. Judging 
by the strong institutional reslitance during the FY 1972-73 budget review process, 
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There had been a %hiff from the S-48 clairlFication (which gave one 
weighted teaching unit for every 48 student hours of independent study) to the 
S-24 claiiiflcation (which gave one weighted teaching unit for every 24 stu- 
dent hours of Independent study). This enriched the staffing formula noticeably, 

^® Legislative Analyst's Report for FY 1971-72, p. 956, 
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Taerink Committee, "Instructional Workload," [Teerink] Committee 
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Passmore, "Higher Education Budgeting, 1970-1973," 
Ibid . 

See Appendix B for details of the FY 1971-72 formula procedures, 
Passmore, "Higher Education Budgeting, 1970-1973." . 



®^ The feeling was that the IBHE staff cut the budget requests but did 
not reduce Institutional eKpectations, a precaution which could have been 
taken by changing the budget instructions and techniques to reflect fiscal 
reality. 

Soon after Its creation, the Bureau of the Budget eKamined higher 
education's budgetary formulas for weaknesses. One observer remarked that 
the Bureau of the Budget "made a show of eHamples in the budget requests of 
errors and misrepresentations which were attributed to inadequQcies In the 
formulas," Although the IBHE could account for all of the expenditures, the 
Bureau based some of their recommendations for cuts on the alleged misuse and 
inaccuracy of the budgetary formulas, 
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A new eonitltuHon ratified fn July 1971^ provided the governor 
With line-item reduction vet© powers, 

90 

See Append Ik B for the detoili of the formula procedurel* 

Possmore, "Higher Education Budgeting, 1 970-1 973 

For an excellent case history of this process, see H. Edward Flantj 
and Steven B. Sample, "Statewide Reallocation Through Program Priorities," 
Educational Record , 54, No, 3 (Summer 1973), pp* 175-184, ond Lyie H. 
Lanier, "Comment on 'Statewide Reallocation Through Program PricMties,'" 
pp. 184-189. 
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Formula Budgeting at the Institutional Laveh 
Profiles of Two California State University Campuses 



At the Inititutfonal laval, formulas are initltuted^ changed, and 
al^ndaned |uit as on fhm itota level. To prDvide o peripeetive on the pro-^ 
c#duras at the institutional level as thay ripple down from the state levels this 
chapter profllei the Internal budgetary process as of 1974-75 at two eampuiei 
in the Calrfornla State Univeriity and Col leges lyitem. The relationship be-^ 
tween institutional and state^level policies varies markedly between the 
Hayward and San Jase campuses, Hiitsrlccilly^ the internal procedures at 
California State University^ Hayward, have been tightly linked to the state- 
level formulas and have mirrored the events of the early 1970-s as discussed 
in Chapter 3, However, senior administrators at San Jose State University 
buffer the state-^level process from the internal workings to such on extent that 
the state formulas are not a sipnificant part of that campus's budgetary process, 

CALIFORNIA STATE UNIVERSITY, HAYWARD 

The California State Univeriity, Hayward, created in 1957^ Is located 
In the San Frqneise© Bay region south of Oakland, Hayward Is organl'^ed into 
four schools— arts, letters and social solences, business and eeonomics, and 
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education and iclence-*=and hai a strong llbarol arts and science emphasis, 
Thirty^ffve baccalaureata majors and 21 graduate programs are offered* PrI" 
marily a commuter-oriented institution, the FTE student enrollments rose from 
136 in 1959-60 to a peak of 10,901 in 1971-72 before deelming to 10,770 in 
1 972-73 • Hayward has been hit harder by enrollment declines than perhaps 
any other, eKcept one or two, of the 19 campuses In the California State Uni- 
versity and Colleges syitem. 

The Apparent Staffing Need (ASN) Methodology 

Prior to the spring of 1967, Internal allocation decisions at the depart- 
mental lava! at Hayward ware made by the president. It was a "back pocket" 
operation whereby the president conferred with each department chairman in- 
dividually and told the chairman how many faculty poittfoni he would racaiya 
the following year. Allocations were often detailed to the frQctlon of a posl-^ 
tlon* The total pool of faculty reioureai from which the praiident draw was 
generated by the WTU faculty staffing formula deicrlbed In Chapter 3* 

With the arrival of a new praiident m 1967, tha Academic Planning 
Office dava loped a complex, formula-driven internal allocation scheme re^ 
ferred to as the Apparent Staffing Need (ASN) method. The allocation of 
faculty posit ions to tha ichooli by the vice praiident for academic affdirs was 
based upon the principle of student demand for Individual courses snd degree 
progroms. Degree programi that attracted few students were protected locally 
from dissolution if they were part of the Inititution'i liberal arts coreg Further- 
more, a fixed faculty budget was established for new degree programi or dis^ 
ciplines until the program became large enough to permit the itudant damnnri 
principle to operate. Once the total number of faculty required by the ini^ 
tion had been generated by the WTU faculty itaffing formula, a small p^rcent- 
dge of positions was set aside for the manddtory lalary savlngi target tmpasad 
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by fhe state, a reserve for ©paning new classes at registratlori^ and a reserve 

for mid-year adjustments* The remaining faculty positions^ representing in 

most years approximately 85-95 percent of the total faculty budget, were then 

dlloeated to the sehooli on the bails of two analyses which measured either 

1 

directly or indirectly student demand for courses and degree programi. 

Although the ASN methodology was eKtremely eomplleated, it Is worth 
outlining the procedure as described for use In modified form In the FY 1972- 
73 cycle: 

Two analyies, performed In the Fall Quarter of the 
Qcademie year, are used to determine the number of teach- 
ing faculty positions to be allocated for the next academic 
year (Apparent Staffing Need)* The first analysis , termed 
the Audit, estimates current student "demand," The second 
analyits . * . projects enrollments for the following academic 
year. 

U The Audit Analysis 

For each Department and Program the audit Includes 
two componentij (a) The number of teaching faculty generated 
by Fall Quarter enrollments; W The actual teaching faculty 
used by the Department In the current Fall Quarter* 

The Fall three-week census (mld-tefm class load re-^ 
port) records the Fall Quarter student enrol Imenti. The 
California State College Staffing Formula (revised 1967), with 
modifications (to be described below) Is applied to the enroll- 
ment yielding the number of course sections that theoretically 
could have been offered to meet the actual student demand* 
Weighted teaching units are calculated [weighted teaching 
units (WTU) - course sections x course units x k-factor] from 
the number of course sections generated by the staffing for- 
mula* These WTU, when divided by 12 (equivalent to a full 
teaching load for one quarter), yield the number of faculty 
positions "generated" by application of the staffing formula* 
Modifications of the staffing formula (indicated above) are 
the following^ 
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(1) Minrmum enrollments for single section ceurses are 
increased from 10 to 13 for lower division courses ond frorn 
7 to 10 for upper dlviilon courses with no change fn gradu- 
ate coursei. These were mandated system^wide changes not 
devised at the local leveL On this cQmpus the "13-10-5" 
rule has been modified to read "13-10-5 or ]/Z of the break- 
ing point, whichever is less." This modification benefits 
lower division courses having a staffing formula breaking 
point lower than 50. 

(2) The breaking point as defined by the staffing formula is 
divided into the enrollments of individual courses in calculating 
the number of theoretical sections that could have been taught. 
This departure has been mandated by the Joss of faculty positions 
(15% in 1971-72) due to the unilateral abandonment of the tradi- 
tional formula by State Finance* For examplei In a given course, 
13 students over the breaking point (50 + 13 ~ 63) are required to 
justify q second section if the course is in the lower division; 10 
students over a breaking point (50 + 10 ^ 60) ore required to credit 
a second section If the course is upper division; and 5 students over 
the breaking point are required for a second section if the course 

is at the graduate leveL 

The second component of the audit is the determina- 
tion of the actual number of teaching faculty positions (man- 
quarters) used in the classroom^ exclusive of admlniitratlve 
time. 

=^The components of the audit are then compared: (1) 
the faculty figure generated by the application of the staffing 
formula with (2) the actual faculty used* If the faculty- 
generated flgurajs^ceater than the actual faculty-used figure, 
the given Department or Program was understaffed compared to 
the student "demand." The converse is likewise true. 

II. Analysis of Projected Enrollments 

The second analysis performed in the Fall Quarter 
projected enrollments for the 1972-73 academic yeari Chang- 
ing student attitudes regarding degree preference and changes 
In General Education requirements obviousry Influence the 
growth of Departments, Unfortunately, attltudlnal changes 
are often unpradletable and are difficult to quantify • The 
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flucfuating nature of our enrollments reflects in part the 
above variatfoni. Therefore, the choice of a simple 
graphtc extrapolation was not only expedient but was 
constdered to be at least as reliable as a highly lOphistl- 
cated itatlstlcal methods Both Fall Quarter and annual 
student enrollments were used for the prior three years. 
Including the enrollments for Fall 1971 . Enrollment 
trends based on annual velues and on enrollment trend 
based on Fall Quarter values were compared* If these 
deviated^ an overage was made between the two In pro- 
iectlng the 1972-73 annual student enrollments. 

Following Is the procedure for the growth analysis^ 
The overall Departmental change Is assumed to occur in 
each course offered by the Department. These enrollments 
In turn generate faculty positions using exactly the same 
criteria and procedures as noted above In the audit 
analysis^ therefore ho repetition is needed* 

The net change In faculty positions generated by 
the analysis of projeoted enrollments when added to the 
number of faculty generated by Fall Quarter enrollments 
(Item A under Audit Analysis), will yield the total number 
of faculty positions (Apparent Staffing Need) which a given 
Department opparently needs In the next academic year. 

This completes the Apparent Staffing Need phase of 
the faculty allocation* The sum of these needs for the De- 
partments and Programs within a School represents on alloca- 
tion measure or weighting between itself and the other 
Schools, At this time, it should be strongly emphasized that 
in no way Is the Dean of Academic Planning trying to deter- 
mine the precise number of faculty positions that each Depart- 
ment should have. These specific decisions are left to the 
Deans of the Schools.g 

The academic planner had to perform a balancing act to reconcile the 
Apparent Staffing Need generated for Internal use with the WTU staffing for- 
mula totals generated for external use in budget requests to the systemwide 
office* Because the WTU formula-generated request was submitted 18 months 
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prior to the beginning oF the nicol yeor^ the academic planner always worked 
with the ASN figures* Such data were more recent and gave a more realistic 
estimate of faculty needs than did the WTU formula* Of course^ the ASN 
figures always had to fit within the WTU formula-generated total* This meant 
that constant adjustments were made in ASN eitimatei between the time the 
governor's budget was released (usually January) and July* If the ASN figures 
did not agree with the WTU formula figures, which until FY 1971=72 were ac= 
cepted at face value by the Department of Finance, aeross-the-board pro rata 
additions or deletions were made internally to reconcile the totals. 

The ASN method was not as rigid as it might first appear. Negotiations 
were undertaken among the schools in accordance with two overriding priorities: 
(IJ the need to protect certain ongoing programs and (2) the need to protect 
tenured faculty* But the ASN approach did discriminate against multiple- 
section courses because It modified the breaking point concept. This uneven 
treatment tended to create conflict between schools and even between deport-' 
ments within the same school* For example, considerdble tension was generated 
within the School of Science, Most of the sciences required only single-section 
courses, while math and statistics hod many courses with multiple sections* 
Consequently / the math and statistics departments complained that they were 
understaffed, especially In comparison to their col leagues in the sciences* 

Although ASN was employed through FY 1972-73, demise was brought 
about by the Department of Finance's abandonment of the WTU formula. Where- 
as the WTU faculty itaffing formula generated an overall S/F ratio of 16,4il for 
Hayward for FY 1971-72, the actual allocation of faculty made by Finance was 
on the basis of an 18*9M ratio. However, in FY 1971-72 ress-than-anticipated 
student enrollments and a decrease in the overage number of units taken by each 
student enrolled both contributed to a drop in PTE enrollment below that for . 
which Hayward was budgeted. Although approKlmately 40 faculty positions 



were actually raturned to the state in the fall of 1971, Hayword had a FY 1971- 
72 overall ratio of approximately 17, 5?! rather than the budgeted 18. 9^ . 

Hayward's academic planner was especially fond ,gf the old WTU faculty 
staffing formula. As long as enrollments were growing, the formula gave a rich 
faculty staffing pattern. There was no competition among departments for 
scarce resources; enrollment Increases naturally generated Increased funding 
levels. Furthermore, each department "earned" Its own resources depending 
upon enrollments. In the case of programs that did not grow, rhe formula pre- 
lected a constant level of funding. Overall, the campus felt that It received 
Its fair shore of the state university and college resources. 

T he Maximum Intrinsic Ratio Concej^ 

Since FY 1971-72 Hayward has been plagued by two trends^ (1) a de- 
cline In PTE enrollmenti and (2) a shift in students from lower»cost liberal arts 
programs to higher-cost, more career-oriented programs. As the academic 
planner noteii 

The problem generates from the fact that, in general^ liberal 
arts programs carry an Inherently higher student faculty ratio 
than do professional progfomi. In some of those currently 
most popular, the ratio mny be as low as one-third of that in 
other programs, for example, History or Sociology. There- 
fore, the shifting of one faculty position from liberal arts to 
a professional program does not solve the problem of carrying 
an overall Univeriity FTE, since non-eKistent faculty positions 
would have to be added to the reallocated position if the pro- 
feisional program were to Instruct the same number of FTE that 
was moved from the liberal arts to the professional program. 
In other words, the overall campus student faculty ratio would 
hove to be lowered to accommodate the student movement from 
low cost to high cost programs* Unfortunately, this shift has 
begun at a time when the budget Is mseniitlve to such shifts.^ 
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As a result of this predicament^ budgeteri at Hoyward developed a new internal 

5 

allQcation seheme based upon the Maximum Intrinsic Ratio (MIR) conGept, 
MIR is based upon o recent analysis of faculty utilization, which determined 
that If Hayward had attained its 1972-73 budgeted PTE students^ the overage 
class (rncluding all modes of instruction except iupervfslon) would have filled^ 
80.5 percent of its seats with enrolled students. As mentioned preyiously, 
Hayward* s budgeted PTE student enrollments for that year exceeded the actual 
enrollments. Few programs have ever reached the 80*5 percent mark. Prior 
to 1971»72, when actual enrollments either equalled or exceeded budgeted 
enrollments^ Hayward had reached only a 70 percent level on a campus-wide 
basis* ^ 

The MIR Is the number of PTE students generated per faculty position 
when a course is filled to its breaking point enrollment* Hayward must targat 
all departments, on the average, at 80*5 percent of MIR for each course in 
order for the Institution to fall within its budgeted SCU/FTEF rati© (which Is 
reosonably similar to the FY 1972-73 ratl©^ because the ratios ore being held 
rather constant by Systemwide)* Some departments must be targeted at a lower 
percentage of MIR for pedagogical reasons; to balance this^ some departments 
must be targeted at a figure greater than 80*5 percent for the campuswide PTE 
to be attained* Realistically, this campuswide target of 80*5 percent of MIR 
Is 0 goal — one that Is extremely difficult to attain* Thus, the academic planner 
measures the departmental need for faculty on the basis of a comparison of the 
target ratio with the most recent actual student-faculty ratio* Adjustments are 
made among departments in a school because the school MIR is held constant* 

MIR is a more refined way of allocating funds than was ASN because It 
is sensitive to the single PTE student, whereas ASN was sensitive only to the 
minimum class enrollment* One of the advantages of MIR for the academic 
planner is that it anticipates overstaffing in a discipline* MIR has also been 
accepted Internally by the faculty memberi because they can work the formula 
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themselves and use \t as a political weepon against other departmenti in the 
rsiource acquisition game* There is some discomfiture with MIR because it is 
brutally effective in controlling staffing patternS'='*as one observer noted, 
"Some departments don't like to be fold by a computer printout what Is a good 
education," The tight funding iltuotion hoi increased the level of competition 
among departments, especially those that ore overstaffed and underitaffedi 
Underitrength departments complain that they can no longer offer "complete" 
programs and ore extremely resentful of losing their faculty positions to new and 
growing departmenti* Some departments do not receive even the number of 
positions that MIR determines they deserved^ simply because Hayward does not 
receive enough positions from Systemwide. MIR may be repressive; resources 
for new programs^ which are usually more eKpenslve than ongoing programs^ 
must be taken from the budget base and hence from existing activities * 

The moior difficulty faced by budgeters at the campus level in the 
California State University and Colleges system Is working within the constraints 
of the new SCU/FTEF pfocedure on the one hand and of the old WTU faculty 
staffing formula on the. other* Because faculty are still responsible for teaching 
12 WTU/ on the average ^ the modes of instruction ore still weighted according 
to the old staffing formula (with minor modifications in such factors as clan 
limits and breoklng points)* MIR is an attempt to work within the WTU system 
while essential ly holding constant the overall campuswide SCU/FTEF ratio. 
The translation between the two budgeting systems must be made by each campus 
individually. At Hayward, the responsibility for translation falls on the aca- 
demic planner; matters related to the SCU/FTEF procedures ^Idom go below this 
level to the academic deans. The SCU/FTEF ratios for the campus and the in- 
dividual diiclpllnes become the bounds within which the MIR concept is applied* 
This relationship demands that the MIR procedure be sufficiently flexible to fit 
within the constraints; thus, MIR Is In fact a set of rough guidelines, despite Its 
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surface cornplexlt) , wifhln which the academic planner and the deans adjust 
the stafftng poU-ftms, 



SAN JOSE STATE UNIVERSITY 

San Jose State University Is the oldest campus (founded in 1857) in the 
California State University and Colleges system and the first public-supported 
institution of higher education in California* The campus is an urban Institution 
located in downtown San Jose and draws a large part of its clientele from that 
city. The University is divided Into eight schools — business^ education, engi^ 
neering^ applied sciences and arts, social sciences, science/ humanities and 
arts, and social work — and offers 136 undergraduate and graduate majors. San 
Jose's FTE enrollment has grown rapidly from 10,739 in 1959-60, for example, 
to 20,177 in 1972^73. 

^Internal Budgetary Procedures under SCU/FTEF 

San Jose has not had as elaborate on internal allocation scheme as Hay- 
ward. One of the reasons is undoubtedly size. San Jose has had double the FTE 
student enrollment of Hayward in recent years and is still growing at a slow rata, 
while Hayward is suffering declining enrollments*^ The larger size and higher 
funding level afford Son Jose more flexibility in Its Internal allocation process ^ 
A second reason is the decisionmaking structure at San Jose. Fiscal decision 
authority for the academic (instructional) budget area resides in the office of the 
academic vice president; budget decisions are more closely tied to individual 
discretion than to a formula structure, as at Haywurd* The academic vice presi- 
dent allocates faculty positions among the schools on the advice and recommenda 
tlon of the deans, who hove a significant level of influence in the Ceuncll of 
Deans. The academic vice president does suggest allocations to the departmental 
level but does not force the Issued with the deans-^-^the deans receive a lump sum 
FTE total for their school, ^ ^ 
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Departmental ehairmen Initiate the budgetary cycle with budget re- 
questi t© the school deans. Departmental iuitlflcatloni focus on the number of 
section! to be taught, the enrollment patterni within the department (Ue., per- 
centege growth of FTE enrollment by program and department)^ and mformation 
on new program development. Although most ©biervers at San Jose argue that 
the old WTU staffing formula Is "dead" on that campus. It Is very much alive at 
the departmental level* Department chairmen must still base their budget needs 
on the 12 WTU faculty workload norm and the modified classifications of modes 
of instruction underlying the old WTU formula structure. The process at the de- 
partmental and school levels is slightly different under SCU/FTEF than under 
the WTU formula; now the amphasli is on FTE students. (As one dean noted: 
"The name of the game is FTE students*") But mosr school deans have not yet 
begun to think in terms of SCU/FTEF ratios. In fact, many of the faculty staff- 
ing decisions made at the dean's level appear to be highly judgmantal, based 
upon trust relationships between dean and department chairmen, departmental 
historical enrollment trends, and the personalities of the faculty members (ue.. 
Is Professor X a big attraction?). 

The budget requeits are submitted by the school deans to the academic 
plannmg office (the analytical arm of the academic vice president) and to the 
academic vice president. The requests are negotiated on the basis of the three- 
year SCU/FTEF ratios for each discipline, as supplied by Systemwide. Ratio 
changes are negotiated by the deans and the academic planning office; changes 
approved are justified by the academic planning office for inclusion in the insti- 
tutional budget request to Systemwlde. The advantage of the SCU/FTEF methodoh 
ogy is that the academic planning office can break down the Instruction budget 
area by discipline; that is. It Is easier to explain program differences within a 
discipline category. Observers also noted that the SCU/FTEF system provides 
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more informaMon fhan did the WTU procadura* Consequantly, there is d eloier 
coritrol and battar utilization of reiQurcai undar the preient system, 

San Jose State University accepts the governor's budget as a good pre^" 
view of Its resource base for the coming fiscal year. Moreover^ San Josa uses 
the governor's budget as the basis for a more detailed sat of budget request 
instructions that is sent to tha schools. Apparantly tha initial budget requests 
submittad by tha departments and schools are not highly data! lad breakdov/ns; 
instaod^ tha buslnass office waits until the governor furnishes a batter Idea of 
what the resources will be before requiring the budget units to shake down 
their original requests into more operational terms* This Is particularly trua of 
the nonacadamic parts of tha budget/ which are stfll controlled by formulas 
(a*g*^ phyilcal plant) p 

The state resources ara approprigted in programs. Approximately 75-80 
parcant of the operating budget is for tha instruction program and Is allocated 
to tha dapartmanti by tha Budget Advisory Committee* There Is very little dis-* 
cration in allocating instructional resources because the departments know how 
much their "fair share" should ba as a rasult of intardapartmental communf ca- 
tion ^.Campu sw I de support rasourcas (e ig-, , travel, overtime^ spacialiEad 
training) are also al located across the institution by tha Budget Advisory Com- 
mittae* Although there is more flaKibility In distributing the latter resources, 
the total dollar amount is not large, 

Long-Range Planning and the Budgetary Process 

Beginning with tha FY 1975-76 budgatary cycle, San Josa attamptad to 
better Int^grata program planning with the budgetary procass* The action was 
(argely in respond to tha inevitable tension which axists between the academic 
planning offica and the business affairs office , San Jose's dean of academic 
planning describes the problem as follows: 
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Over the past several years Department Chairmen have ex- 
preiied departmental goals and requested the reiourees neces= 
lary to fulfill those goals through responses to detailed budget 
instruction letters circulated to each academic program by the 
Office of Business Affairs, Each year's request for a proposed 
budget for the University from the Department of Finance has 
required an increased level of familiarity on the part of De= 
partment Chairmen with technical budget detail^ revised forms 
and budget jargon. The result has been that. Increasingly/ 
department chairmen have had to devote more energy to the 
technical part of the process, leaving less time and energy 
for the program planning lob.g 

The academic planning office is seeking to translate the internal budget pro- 
cedures from the traditional buslness-oriented nomenclature to an academic 
nomenclature that faculty and department chairmen can more easily appreciate* 

The program planning procedure gives more of the technical job of 
developing budget requests to the technical ly-orientea staff (hew business 
affairs and academic planning) and permits the department chairman to con= 
centrate his efforts on the description of his program's needs in program terms 
rather than budgetary terms. The depai+meiit chairman Is supposed to make a 
general evaluation of his program (Including planning changes In the basic 
characteristics of the program), establish longer-range goals for the program, 
and make chonges in the distribution of resources that will be required to reach 
these goals. These annual evaluations will then be reviewed by the school dean 
and the academic planning office. The overall Intent Is to ask each department 
chairman before he prepares elaborate justifications: Where do you want to be 
in the future? The academic planning office can review these plans first to 
determine whether or not they are realistic both In terms of projections for the 
department or school and for the Institution as a wholf . If the plans ore un- 
realistic, the academic planning office can so inform the department before ex- 
pectations have been inflated. 
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The Office of Buslneii Affairs views the new procedure wifh a certain 
amount of (probably justifiable) skepticism ♦ The planning^ process backs up the 
budgetary cycle from its present 17-18 month lead time to a lead time of 21 
monthSi. Ai matters now stands departments do not receive sufficient informO" 
tion from Systernwlde and the state level until approximately 15 months prior 
to the beginning of the fiscal year* Thus, the plani will not be based on mQm 
reliable information* Secondly^ the advance planning may be severely con^ 
strained by budgetary formulas (in the nonacademic programs) and by SCU/FTEF 
ratios in the instructional area. There Is little room for discretion left after the 
formula^-driven and quasl=formula=driven ports of the budget are furided* 

The internal allocation at Son Jose remains eKtremely judgmental partly 
because the campus is not faced with the some enrollment pottems which plague 
Hayward. As of 1975, there were not any dramatic shifts in student demand, 
especially from the low^coit liberal arts programs to the hlgh^cost, professionally- 
oriented areas* Even if such shifts occur, it is not clear that the campus admin- 
istration would move faculty resources to meet the student demand* The academic 
vice president's first priority is undergraduate education, especially in the 
liberal arts* That being the case, several schools may be protected as much as 
possible if such student shifts or enrollment declines materialize* 
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5. 



Strategies, Consequancas, and Uncertainty 
Raduction: Variatias of Formula Budgeting 
Bahavlor In California, Illinois, and Texas 



THE CAUSAL CHAIN OF VARIABLES 

A conv^nlant foeus for the Q©mparli©n of budgetary bahaviQp are the 
strataglas adopted by the varloui livsli and the consequencai of thasa stratagles 
as felt by the budgetary acton. It was assumed that budgetary strategies would 
be Influenced dlraetly by both the formula strueture and admlniitratlve roles 
undertaksn by the actors and Indirectly by organizational (gnd interorganiza- 
tional) structure and the itate-i climate^ as iummapized below- 



Organizatfonol 

Structure 
Climate 



Formula Structure 
Administrative 
Roles 



Strategies 



Consequences 



Formula budgeting strategies are best understood when eKOmlned over a 
number of years* A formula is essentially a static device within any single budg" 
etary cycle; the context of formula uiage Is difficult to appreciate without the 
perspective offered by a broader sweep of time* The analysis developed here 
uses the historical details of. formula budgeting In three states to llluitrate a 
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fundamentdl principle of organizationQl behavior: All drganlzaHons or levels 
within Q lyitem seek fo reduce the uncertainty stemming from sources in the 
environment by adopting certain strategies which are designed to work to the 
advantage of the focal organization* The particular itrategies adopted are the 
result of organizational perceptions of environmental eonditioni. Despite the 
different environments for the budgetary proceis and the resultant variations in 
strategies found in the three states/ two modal tendencies can be identified: 
1) the shifting of uncertainty to other organizations and 2) the development 
of organizational slack to accommodate possible future exigencies ^ Each 
strategy is in fact comprised of several more categories^ each of which is on 
example of the more generic strategy* These categories will appear in the 
subsequent analysis^ 

Just as the modal formula budgeting strateglei are devised to reduce 
uncertainty^ so do the parallel modal consequences reflect changes in the de=^ 
gree of uncertainty for the actors in the budgetary process* Moreover^ the 
consequences follow quite naturally from the strategies with two modal conse-^ 
quences having baen Identified: 1) shifts in the locus of budgetary control 
and 2) changes In the balance of slock resources at each level* It Is assumed 
that the more numerous the contingencies and the less control the level maintains 
over the budgetary process relative to other levels, the greater the uncertainty 
confronting that level* Control is loosely defined here as the capacity to 
Initiate action at wlll-^in a relative rather than an absolute sense. Thus^ for 
example, the locus of budgetary control shifts whenever a different actor sue^ 
ceeds In taking the Initiative* Moreover, changes In the amount of excess re- 
sources available to a level ore intimately tied to changes In the locus of eon* 
troL To take the Initiative Is to reduce one's uncertainty* It is better in that 
sense to force elements In the environment to react to your actions rather than 
vice versa. The more slack that is available to a levels the less that level must 
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seek the initlativ© beeause of Ifs buffer agamst exiiting uneertaintyp 

The eoniequeneei of the strategies In the conteKt of the California/ 
Illinois, and Texdi budgetary proeeises ean be. examined m terms of ehanges in 
the locus of control in the higher education sector and In the pattern ©f incen- 
tives created by either formula structures or ^dgetary poMclei* In particular, 
one consequence of a level- s strategy is typically a ceunterstrategy employed 
by the opposing leveL Therefore, attention is directed toward the strategic ' 
interaction between succeiiive levels in the higher education systemsi staffs 
level (i.e., executive budget office and legislative fiscal staff)^^ceordinat!ng 
agency^level InterQction; coordinating agency^level^-institutlonaNlevel Inter^ 
action (or the state^level— fnstltutlonal-level Interaction where no Influential 
coordinating agency eKists); and Inititutional'^level^^ichool^level interaction # 
The analysis of successive levels is somewhat Imbalonced In the sense that, mx^ 
eept for the California case, there is very little evidence of institutional-level^^ 
school^ level Interaction, primarily because statewide budgetary formulas are not 
used within the Institutions. Moreover, multlcampus syitem-level strategies 
usually appear to be consolidations of Individual Institutional strategieSi Be- 
cause these two levels' strategies are difficult to differentiate, the Institutional^ 
level activity Is used as the point of reference unless evidence to the contrary 
exists. 

The observed strategiei are clasilflecl below, according to the level 
which employs the strategy and the Intent of the strategy. Each strategy will 
be discussed in the sub^quent analysisp 
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LEVEL 



STRATEGIES 



CoordfnaHng Agency/State 
Laval 



InsHfrutionsl/Syitam Lms/mi 



School Lave I 



Budget Review Strategies and Countar- 
strategies to Instftutiond Growth . ^ 

Funding Delay 

New Prografn Control 

Realloqatlon Torgats 

Baie-Raduotfon Torgats 

Budget Callings 

Produotlvfty Raduetlons 

Monagament Ayditi 

Reduced Tolerances on Enrollment 

Proiectioni 
Introduetfon of Naw Formula 

Growth Stratagfes and Counterstratagies 
to Thorough Review 

New Course and Program Expansion 
Padding 

Formula AAanlpulatlon 

Formula Enrlohment 

Funds from EKtamal Sources 

Strataglas for Gaining Slack 
Skimming 

Usa of Assfgnad Time 

Use of Temporary Faculty Positions 



STRATEGIES AND CONSEQUENCES 



Coordinating Aganoy Level (or State Lava I)--- Inst I tut long I Level (or System 
Lave!) In ta root tori 

Mueh of tha Interaction batwaan tha coordinating agency lava I (lllmois) 
or state laval (Cgllfomia and Texas) and the Institutional laval might be sum- 
marliad by the following diagrams 
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Coordlndflng Agency/4 ludget Reyiiw ^ ^ Cgunttrstrateg jei 

State I a I , >^ - - St ro tag ! e s t© I n itl tut i o np I 



Institutional/Syitem Strataglai to 



Growth 

1 1 



level Counter rtirough^^-'^—^Growth Strateglai 



Review 



Most coordinating agency and itate-^leval staffs have s repertoire of teehniques 
which they use to review Inititutlbnal budget requesti* Similarly, officials at 
the Institutional level have maons^^here termed itrategies to counter thorough 
review — ^for presenting the budget request in the belt poiilble light* A coordi^ 
nating agency strotegy might Involve, for example, the identificotion of all 
nonrecurring Items In tha previous eycle's budget to insure that they were not 
being earrled fonA^ard* At the system level, the University of Illinois^ for 
Instance, recently sought to obscure the Identities of the. separate campusei in 
the budget request by labeling Itself on "organio unlvei^ity*" The University 
was dftempting to justify a common solary structure for all of its campuses by 
deemphoslzlng the differences between the Chicago Circle and Urbane campuses. 

Just as Institutions will seek to foil higher-level budget review, so too 
will they be motivated to expand their budgets * Institutional growth itrategfes. 
In turn, spawn coordinating agency and state- level strategies aimed ot eon- 
trolling the enlargment of the budgets. From the coordinating agency or stote^ 
level perspective, the distinction between institutlonal^level evasive counter^ 
strategies and growth strategies becomes blurred; likewise, at the institutional 
or system level, higher-^level budget review strategies and countefstfotegies to 
Institutional growth seem synonymous * For the purposes of analysis, therefore, 
all such actions ore lumped into the categories of growth strategies and counter^ 
strateglei. 
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Institutional Growth Strategies* The "ipender" role of col legal and 
universities aKpanded from the lata 1950's through the late 1960-| as the lnstl= 
tutians worked to overcome conitralnti imposed by funding formulas by employ- 
ing a number of aggressive growth strateglei^ (Much of the growth in reioyrcas 
came through regular enrollment Increases^ but some of the growth was manu-^ 
factured.)' Not all of the strategies Identified were used by Institutions in each 
of the three states, although most were employed. More importantly, the 
strategies used and the oonsequences which followed are all eKamples of the 
modal patterns described earlier; moreover, the strategies were successful to 
varying degrees. No attempt is made, however, to compare fhe relative suc= 
cesses of the strategiei* 

New Course and Program EKpansion Strategy . The expansion of academic 
offerings was, until recently, a slightly mora obvious strategy in California and 
Illinois than In Tescas. A common tactic in all three cases — and not necessarily 
a characteristic of only the states using budgetary formulas-=was for institutions 
to "come in the back door" to the coordinating agency or state- level program^ 
review authorities with an accumulation of courses representing a new program, 
more or less a fait accompli* Such new program requests usually did not solicit 
new resources eKpiicitly, because these additional funds hod already been 
worked into the budget with the gradual aggregation of new courses. This 
tactic was difficult to police. 

The California State Colleges had de facto control over the proliferation 
of courses and programs in the 1950's; moreover, the WTU faculty staffing for- 
mula rewarded Institutions more on the basis of increased offerings than on in- 
creased enrollments* Specifically, the lack of agreed-upon guidelines describe 
Ing what constituted an approved program or course led to some of the uncontrolled 
grawth, Meraover, new courses and programs, once officially approved, could 

142 

126 



be [riGluded In the formulg cqlculationi without having had enrallment hlstoriei^^ 
first-time enr©llments were simply estimated* 

In Illlnoli, the exteniion of exiiting programs through the addition of 
new courses was controlled at the Institutional level. A periistent probNm In 
terms ©f total numbers was "Innovations of a reoionable and moderate charaeter" 
that, under Illinois Board of MIgher Education regulations, did not need to be 
approved* The most frequent extension of existing programs was the addition of 
new courses* The proliferation of courses tended to favor the Illinois Institutions 
because the S/F ratio (the baili for funding between 1963 and ]967) became 
richer and the institutions' unit costs for Initructlon (the basis for funding after 
1967) increased. 

On the other hand^ the incentive structure of most of the Texas formulas 
Is and has been based more upon faculty productivity, as measured In semester 
credit hours* Thus, the proliferation of couriei would create d heed for addi^ 
tionol faculty, but unless the classes were filled at existing S/F ratios so that 
the faculty could maintain, on the average, the standard of productivity used In 
the funding formulas, the Institutions might actually lose resources* Nevertheleii, 
Texas has a tradition of strong political involvement In the budgetary process, and 
ft has not been unusual for new and expanded progfams to be worked into the 
budget in areas outside of the formula jurisdiction. 

Institutions In Texas (and other states, too) are currently faced with the 
prospect of shrinking enrol lments-=and hence declining resources — in the tradi- 
tional on=campus programs* Spurred by the formulas- Incentive structure which 
equates Increased student credit hour production with Increased funding, the 
institutions ore now competing fiercely with one another for additional students 
through off^campus modes of instruction* Until recently, off^campus instruction 
was distinguished as extension work and was not financed through the formulas, = ^ 
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but on a self-supporting basis. Since stgdent credit hours produced in off- 
compus instruction have been allowed to be credited against the formulas, there 
has been a gradual, os-of-yet unehecked, increase in the production of off- 
campus resident credits. 

•■ - The identification of expansion strategies is hot to argue against the 
pedagogical merits of such expansion. In some cases the efforts were attempts 
to meet more specialised student demands, and In others were attempts to In- 
crease educational quality. The point is that tighter control of program and 
course review would have prevented many courses and programs from slipping in 
between the crocks. 

Padding Strategy— Asking for More Than the Formulas Generate . The most 
direct method of acquiring surplus resources, or amounts in excess of what the 
formulas generate, is to request them. Institutions in Texas, for example, are 
permitted to exceed the formula guidelines in requesting resources if the need 
con be adequately iustified. The chances for success are extremely narrow, yet 
a good argument can win an exception to the gnlformly-applied formulas. As 
previously noted, the Texas public senior institutions requested $42.8 million- 
cbove the formula-generated ceilings for the 1971-73 biennlum.- , 

Perhaps the most difficult decision facing institutional-level bgdgeters 
desiring slock resources is where to hide the request for the additional resources. 
The California State Colleges seldom faced this decision, for their needs in the 
faculty staffing area were normally satisfied through manipulation of the WTU 
staffing formula. Illinois, however, provided some good examples of the art. 
One standard way to disguise a request for surplus resources was to justify the re- 
quest on the basis of a formula different from the certified one. In all Instances^ 
however, the Bodfd of Higher Education staff defended the formula and recom- 
mended that the Institutional requests be trimmed to fit the formula-generated 
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totals. Tha most common ploy used to circumvent budgetary formulas is to seek 
additional raiources for initructional areas under categories such as ''Special 
Items" or "New Programs and Improvements,'' The Uniyerilty of Texas at Austin 
woi^ for example.; able to fund the entire LBJ School of Public Affairs as a 
Special Item line^ thus avoiding all funding constraints Imposed by the formulas. 

A standard tactic used to generate some reserve resources Is to substitute 
graduate assistants for faculty members. Institutions in lllinoli used to Include 
graduate asslstanh In new program requests or request the assistants as discrete 
items* The basis for such requests was often an internal (institutional-level) 
.formuJa, For the 1565=67 blennlum budget request of the Teachers College 
Boards the net effect of such requesting formulas was that the number of regular 
assistantshlps available at two institutions exceeded the enrollment of full~tlme 
graduate students I Needless to say^ the Board of Higher Education dlsariowed. 
these requests^ for two reasons! assistantships should be given only to those stu^ 
dents who show above^average competence and the number of graduate assistant^ 
ships available should not be a function of the total number of faculty members 

3 

In the institution, a number largely dependent upon undergraduate enrollments. 

Finally/ one con uncover examples of what might be termed "honest 
padding/" or padding which Is approved by coordinating agency or state-^level 
budget review staffs. One such margin of safety was built Into the 1965-67 
Institutional requests In Illinois with the approval of the Board of Higher Educa-- 
tlon.^ The potential slack stemmed from the emphasis on increases above the 
then^current expenditure level; this emphasis. In turn/ was grounded in the 
assumption that all the expenditures of the current blennlum were recurrent* 
Typically, actual expenditures fall short of planned spending because of an 
inability to fill some budgeted positions, the unavailability of needed equipment 
and supplies, and numerous other reasons. Moreover, some expenditures are 
nonrecurrent. The podding was derived, therefore/ from a purposeful Inattention 
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to tha natural savings which accrue from most axpenditure plans and from nen^ 
rteurrant txpanditures. 

The padding strategy is eharacteriitic of most budgetary procesies, as 
5 

WMdaysky has noted. Padding Is part of the pattern of axpactations which 
grows out of the interaction between ipandlng agenciei and the guardians of 
the treosuryp That h, spending aganclas expect to have thair budgets cut and 
pad the requests so that the reduced budget still provides all of the needed re- 
sources. Review agenoies anticipate inflated raquasts and counter the strategy 
with budget reductions. The aqulllbrium which results from these strategies 
after several budgetary cycles is evident in situations where budgetary formulas 
are used. Some qualifications are In orderi however, 

In a formula system an institution can request additional resources with- 
out fear of an ovarreactlon— that Is, an overreduction— at higher levels^ be- 
cause the formulas generally establish on agreed-upon minimum level of need. 
Theoretical lyi the Institution will always reoeiva at least what the formulas 
generate^ and perhaps a llttia more, ^e responsibility then falls on the re- 
viewing agency to detarmina whether the request for additional resources is 
justified. The reviewer can always fall back to the formula-generated level as 
an aid to calculation, yet there Is considerable pressure to review each case on 
Its own merits* After all, formulas are mechanical devices dasigned for use in 
a number of diverse situations; institutions have their unique features, and at 
the margin the question of deviations from the formula must be answered judg- 
matlcallyt In this sense, fherefore, uncertainty Is shifted from the institutional 
lave! to the reviewer. 

The eKceptlen In the three eases under eonsideratipn is the budgetary 
process in Texas, The Legislative Budget Board and Executive Budget Office 
staffs make their recommendations more on the basis of projacted revenues than 
on formula-generatad totals. In fact, th^re Is no expeetatlen at either the 
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Institufrienal level or fhe staN'-level that the Coordmotlng Board-eertifitd for- 
mulas will be funded at 100 percent; ft is uiually the'eaii that the state appro- 
priatei reiources at less than 100 percent of farrhula* At the same tlme^ how- 
ever, the institutioni can request reiources over and above the formula totolip 
Thus, the process more cloiely fits the pattern of expectations deserlbed by 
Wfldavsky— a dynamie equilibrium wherein uncertalniy Is shared by both the 
mstltutionQl and state levels— t+ian the situation In which there Is some obliga- 
tion for the state to fund the formula ^generated amounts, 

Texas does deviate. In one sense, from the eharaeterfstlc budget pad- 
ding/cutting pattern of behavior. While the pattern Is observed In the Inter- 
action beh^een Institutional -level requestors and state- level reviewers. It Is 
missing in the establishment of the formula rates by the Coordinating Board and 
its advisory commltteei, ^That is, the formula study committees and the Coordi- 
noting Board staff kpovy ^I'om experienc^e that the Legislative Budget Board and ' 
Executive Budget Offlci usually recommend funding at lower formula rates than 
approved by the Coordinating Board for use In preparing the institutional re- 
quests, yet the oommlttees do not Inflate their recommended rate structures to 
anticipate the state-level reductions. The formula rates reoommended to the 
Coordinating Board represent a realistic aiHmation of Initttutional needs— the 
Coord mating Board may^fldjust the rates (either upward or downward) after mak- 
mg on assessment of N^T^;y/|| I "sell*^ at the state level, but even an upward ad- 
justment rarely compensates for the state- level proposed cuts* As a result, the 
responsibility for neutralizing these reductions and for satisfying speeial needs 
beyond those covered by the formulas lies with the Individual Institutions* 

Formula Manipulation— Deception Through Adjustments In Formula Struct 
ture or Data . The degree of formula or data manipulation In the higher educa- 
tion sector depends largely upon the amount of flexibflity enjoyed by the 
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initltutionQl Itvel in applying the formulas, the effort spent by ceordinating 
aganey or state-laveli In monitoring fermulo uses, the eKistenee ©f alternative . 
sourcai or means of Qoquiring slaek reieurces, and whether historieal or pro- 
jeeted data bases are used, Texas evidenced the least manifest manipulation 
of the formula struotures and data of the three eases invastlgatad. There Is no 
evidence of course credit inflation or of an inereose in the student credit hour 
load per graduote student, for example* One institution was reported to have 
Inflated its production of masters- lave I student credit hours, but this use was 
discovered during a Texas Commission on Higher Education audit of student 
credit hour outputs. Periodic checks of institutional productivity records by the 
state audit agency undoubtedly discourage deceptive reporting practices* 

On the positive side^ there is some Indication that institutions have im- 
proved their enrollment reporting systems to maximize their funding levels* 
Historically, the University. of Texas at Austin had been lax in its procedures 
for graduate student registrations-graduate students had. been allowed to make 
their final course selections at a later date then undergraduate students* Enroll- 
ments for funding purposes are reported as of the twelfth day of classes, which 
left many graduate students unaccounted for in the final tally* As a result of a 
. tighter dontrol of graduate student enrollment reporting procedures, the Uni- 
versity of Texas at Austin increased its appropriations* A second means by which 
institutions In Texas have increased their appropriations, though in a questionabli 
fashion, has been to shift courses from formula program categories with low rates 
to programs with higher rates* There are, however, few opportunities for this 
taGtie* Under the present Coordinating Board program typology, some courses 
have multiple listings; computer science, for example, is listed under liberal 
arts, engineering, and business administration. The Incentive for the institutions 
has been to put computer science under engineering, which draws a higher for- 
mula rate* To prevent the evolution of these overlapping program categories. 
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the Coordmatlng Board is praparlng to switeh Its program typology to the HEGIS 
toKonomy * 

The most eornmon mflnipulative toetic used by instltutloni m Illinois was 
the overprojeetion of enrol Imenti* Prior to the 1965-67 biannium there was no 
arrangement for the ''poyback" or lapsing of funds when enrollments fell short 
of expeetatlons. At least two Institutions-" Southern lllinoii Univerilty and 
Western Illinois University — appear to have gained extra resources through this 
loopholep^ The Illinois Board of Higher Education eventually imposed a pay- 
back system for underenrollments. Although some Instltutloni were |udged 
guilty of ovarprojeotlng enrollments, even most of these pro|ections were too 
conservative during the growth era of the 1960'$; pro|ections made nearly tno 
years in advance were usually outstripped by the actual enrollments. 

One ^tenMal tactic-^^suggested by a former eKecutive director of the 
Illinois Board of Higher EducQtlon^-^which might hove been used by the Institu- 
tions was the misrepresentation of the number of students at each level, especially 
reporting more students at higher levels than actually were enrolled. Because the 
average unit costs were greater at higher (e^g*, Graduate I and Graduate II) 
levels^ larger student enrollments at these levels entitled an institution to more 
resources. The tactic would surely have worked, at least In the short run, for 
there was no means for auditing an Institution's enrollments during the 1960's. 
In the long run, however, an increase in the number of students at a given level 
can tend to decrease the average unit cost at that level and hence reduce the 
Institution's level of funding, t; 

In addition to misrepresentations of actual and pro|ected enrollments, 
institutions in Illinois manipulated certain expenditures In order to inflate the 
budget base used In constructing the subsequent blennlum's budget. Until 1969^ 
salary increase packagti. For example, were appropriated for a blennlum, A 
technique employed by some Institutions was to eKpend more for salary Inereasei 
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during th# lecond year of the biennlurn than in the First year so that the msti* 
tutlon could have a larger "base" in the second year on which to [ustify a re- 
quest for additional resourcas for the next biennlurn. 

Formula manlpulatfon was widespread In the California ease. The 
California State Colleges did not attempt to manipulate the WTU faculty staffs 
!ng formula Immediately after its mtroductfon In 1953; during the first several 
years of formula application the generation of slack was largely an "unplanned" 
outcome of the formula structure. It was difficult to project both courie enroll^ 
ments and modes of instruction 18 months In advance. Once the budget requesti 
were submitted^ the colleges continually revised these proiectloni for Internal 
management purpoiei. Inevitably^ the colleges managed to acquire more faculty 
poiltions than they Intended to use ai of the beginning of the fiscal year. These 
"epctra" (In the sense that modes of instruction had been revised to handle the 
same number of prQ[c^cted students with fewer faculty) poiitloni^ or slacks found 
several uses. First, they were used to cover overenrollmenti, a common ©ccur^ 
ence in the late 1950*s through the 1960'i. Supplemental appropriations were 
made to correct underfunding, but the time log meant that reserve resources had 
to be committed In the meantime. Secondly^ the ^sltions were used as dis- 
cretionary resources to create eKperimental couriei^ lighten faculty workloads 
on a selective basis, provide faculty release time for research, and the like. 

As the California State Colleges became more familiar with the appllca-^ 
tion of the formula, they consciously began to seek slack through the formula. 
This was deliberately done by project Ing course enrollments that barely exceeded 
the class breaking points and by pro|ectlng courses on the basis of modes of In^ 
struction Involving small class siies when the actual intention was to utilize 
large class formats^ The organizational slock resulting from this manipulation 
continued to be used for the purposes previously discussed, os well as for "boot- 
legglng"^-'the use of faculty positloni for administrative purposeSt 
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Thus^ formula manipulaf-ion provided a buffer to counter posslblo fluct" 
yations in state funding in all three states, particularly in California, where it 
became the California State Colleges' main source of flexibility and their 
principal hedge against uncertainty* Manipulative tactics did not vanish with 
the changeover to the SCU/FTEF methodology. During FY 1973-74 San Jose 
State University, for example^ overestimated its' enrollments and was faced 
with 'a payback of several hundred thousand dollars* To eliminate the lapse re= 
quirehient, the university increased the credit earned for physical education 
courses, effectively increasing at a single stroke the Institution's student credit 
hour production to a figure close to what had been projected originally* Nat^ 
urally, such a short=run tactic provides only temporary relief from the longer- 
term ailment of shrinking enrollments^ yet it exemplifies the influence that a 
particular formula's incentive structure has on organizational behavior* 

Formula Enrichment and Modification Str ategy. In addition to asking 
for additional resources outright^ another strategy pushed by institutions to ©b^ 
tain additional resources legitimately is to seek changes In the formula which 
yield higher levels of funding. The fact that alterations which lead to formula 
enrichment must hove the concurrence of the funding agency gives them their 
legitimacy. Formula enrichment changes are proposed by both the coordinating 
agency or state^level and .the institutional level, usually in response to a 
recognized shortcoming^ in terms of underfunding, in the formula* However^ 
the institutions will wage extended campaigns for enrichment changes to provide 
themselves with a source of flexibility^ even if they could perform adequately 
under existing funding formulas. 

The Illinois Board of Higher Education undfer the Browne and Glenny >^ 
regimes and the Texas Coordinating Board during its entire existence tended more 
often than not to side with the Institutions In seeking to rectify Inadequacies in 



135 

151 



the budgetary formulas which impQiacl financial hardships upon \he instl^uHoni 
or to afford the institutions some slack reiQurceSp Part of this characteristic 
advocacy can ba traced to the extramely close working relationihip between 
the Institutional representatives and coordinafing agency staffers on the various 
formula study committees and task forces. In 1966 the Texas Coordinating Boards 
for instance^ made its unsuccessful bid to reduce institutional uncertainty by pro^- 
posing that formula rate schedules be applied against a pro|ected enrollment or 
productivity data base* The Illinois Board of Higher Education was more success^ 
ful In its enrichment activities^ primarily because the Legislative Budgetary 
Commission did not seriously question the Board's budgetary recommendations 
between 1962 and 1968* Thus/ the institutions and the Board (via the Budget 
Formula Committee) settled upon a special factor for instructional staffing In the 
first formula (1965=67 biennium) to compensate institutions which offered a 
hlgher^than-average number of. high-cost programs* The Illinois Board also im-^ 
plemented Its program of enriching some Institutional budgets by comparing the 
actual budget bases with theoretical bases* 

Improvements in the California State Colleges' WTU staffing formula^ on 
the other hand^ were a consequence of heavy institutional" level pressure over a 
period of several years* The platform used to launch campaigns for the change 
in K'-factor weighting for laboratory instruction staffing and for the graduate 
level instruction staffing differential was a combination of arguments for improv- 
ing the quality of educational offerings and complaints of faculty overwork 
(which made It difficult to recruit faculty In a highly competitive market)* The 
faculty argument was probably the most persuasive because it could be documented 
to some extent. Nonetheless, the requested enrichments were slow to be approved 
because the Department of Finance was unsure of the fijture fiscal consequences 
of enrichment and did not want to increase the uncertainty in its day-to-day 
operations by reducing the uncertainty for instltutlonahlevel actors, 
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Insfifuflonal'-Xevai Siack from ExterngI Sources , When It Is n©t poisible 
or feaiibia to wring excess resources from the formula^generatad portions of the 
budget^ Institutions turn to externa I sources of funding to either augment the 
stote support or to provide some fiscal flexibility to pursue new activities. The 
most significant external source of funding has been federal support of research. 
Historically, this source has been a factor only In the larger graduate- leve I , 
research^oriented Institutions such as the University of Texas at Austin/ the 
University of Illinois at Urbana, and to a lesser extent, at least until recently, 
Texas ASM University and Southern Illinois University, The California State 
University and Colleges, without a significant research component, have ac^ 
quired relatively little potential slack from external "soft" money, 

Tne University of Illinois during the 19W*s affords several good examples 
of the advantages to on Institution which en|oys heavy federal funding. Viewed 
in terms of a larger circular pattern of cause and effect, the University of Illinois 
first used a formula <^ost-accountlng procedure which ascribed costs for faculty 
departmental research time to the highes* (Graduate II) level In order to justify 
the University*! request to federal funding agencies for additional resources to 
meet the higher overhead costs. This same cost accounting procedure also In- 
flated the University's program costs and, consequently. Its share of state re-^ 
sources. After the accounting methodology was revised, the University's pro- 
gram costs fell more in line with those of other institutions. Nevertheless, the 
heavy research funding still had an impact upon the state's funding formulas. 
Graduate Instruction and research went hand^ln-hand so that, with 85 percent 
of the state's doctoral-level students, the University of Illinois received a 
significant amount of state aid to finance graduate training. Secondly, much of 
the graduate Instruction was subsidized by the federal grants through teaching 
and research asslstantships and fellowships* (In a sense, the University was get- 
ting paid twice, by the state and the federal government^ to support graduate 
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edueatlQn.) Thtrdly^ the large number of graduate QSiritanti employed in the 
lower and upper divisioni through external funding enables the University to 
offer progrdms which were east eompetitfve with those of other Institutions, 

The Unlveriity of Texai and Texas A&M have hod, and cont fnue to 
have, a source of eKternal funding in addition to federal reseorGh grants--the 
AvailobleTund from oil and gas revenues, While most of the appropriations 
from the Available Fund hove gone toward capital costs, a growmg portion Is 
being applied toward the "production of eKcellence" at the University of Texas 
Austin campus* Most observers In Texas note the significance of the flexibility 
which accrues to the Austin campus in the operating budget areoi Institutionah 
level administrators are freed somewhat from the requirement to predict, to the 
dollar, their need of state resources and are able to initiate new programs or 
fund traditional budget programs at levels above the formula-generated totals. 

COORDINATING AGENCY AND STATE-LEVEL COUNTERSTRATEGIES TO 
INSTITUTIONAL GROWTH 

The coordinating agencies or state-level budget review agencies have 
developed a remarkable repertoire of strategies of their own to counter the 
natural inclination that institutions (and most organizations) show for growth. 
Some of the strategies are aimed not so much directly at Institutional grov/th as 
at the general problem ©1r uncertainty reduction— making the review process 
more manageable. The ob[ective of revlew--ageney strategies is to make life 
more certain at the higher review levels by reducing the initltutlonal level's 
flexibility to tnltlate action, or to respond to coordinating agency^ and state-le 
initiatives— that is, by Increasing the uncertainty for actors at the Institutional 
leveL 
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Da|ay Strategy 

State=level budget review authorities have always played the delaying 
role^ putting off until naxt year the funding of items requested for this year. 
One leaiened itate-^level abierver noted that "the expenditure of funds for well 
justified agency programs Is Inevitable^-ft ii |uit our reiponiibility t© put them 
off as long as possible The delaying role is a milder verilon of the "guardian 
of the trea sury" rolep The eharacteriitic role requirements of the budget re- 
view and funding agenclei^ when faced with genuine deficiencies in state-* 
agency programs or justified expanded and new programi/ lead them to delay 
remedying these deficiencies^ or funding the new programs/ for as long as Is 
politically and flically (for the spending agencies) feaiible. The deficiencies 
©r fiscal palm are e\^ntually either relieved by the funding agency thfeugh use 
of slack resources or through reallocation within the spending agency/ or for^ 
gotten by the spending agency* ThuS/ the resistance displayed by the funding . 
agency has a short-term impact upon the institutional level if this year's re- 
quest ii granted next yeor^ but becomes a long=term strategy if the Institution 
drops the request or finances the program from Internal reserves* The latter con^ 
sequence was what the California Department of Finance/ for example/ had In 
mind when it blocked for lo long the enrichment of the K=factor y/elghtlng for 
laboratory instruction and the use of a graduate-level instruction diffefentiaU 

New=^ Program Control Strategy 

An effective aid to calculation in budget review Is tl^ separation of 
requests for program improvements and additions from ongoing activities in the 
budget base* To contain a sending agency's budget growth, the funding agency 
need only direct its attention to the requests for Increments to the base* M©re^ 
over, its job Is made easier if there exists a built-in restraint to growth in the 
funding formulas. The formula policies used in California, Illinois, and Texas 
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for naw'^program control represent a full spactrum of methodologies. In all 
three casei/ the control of the new and expanded programs required a two-step 
decision process^ Should the requesti for additions to the budget base ba ap^ 
proved/ and if so^ at what level should they be funded? The first decision 
must be handled judgmatical ly^ but the second can be made with the assistance 
of a formula structure. 

Under the Californfa State Colleges* WTU faculty staffing formula new 
courses (and conceivably a new program) could be included In the formula- 
generated request* Enrollments for the expanded areas ware prolected accord- 
ing t© the course's mode of Instruction ^ with no historical enrollment pattern 
required. This policy gave the institutions considerable freedom to expand their 
budget bases and the flexibility to design the curricula as they saw fit* The 
SCU/FTEF formula, however^ provides none of the same flexibility. New and 
expanded programs must be funded through the internal reallocation of resources 
or the rarely used appropriation for a Special Item, 

The Illinois Board of Higher Education maintained a stricter watch over 
the expansion of the budget base with the unit cost formula than did the states 
level In California with the WTU formula. When an institution requested the 
full amount of the difference between direct salary costs for new programs and 
the estimated amount to be generated by credit hour production for the fiscal 
year, the Illinois Board staff allowed only one-half the difference— the other 
50 pe ree h t had ^t©~csme" ff&m d fed 1 1 dc'd 1 1 o n"df resourc es^ w 1 1 h I n t he" 1 ni 1 1 1 u 1 1 on 
This tactic tended to shift uneartalnty to the Institutional level from the coordl- 
noting agency level/ because the Board recommandations were not excaedad In 
the appropriations p That h. If appropriations had bean less than the recommendo- 
tionS/ cuts would most probably have been made first in the areas of new and 
expanded programs, 

i5(i 



140 



Since the abandof?ment of the formula proeedurei and with the trend 
toward leveling and declining enrollments^ the Illinois Boord of Higher Educa- 
tion has sought to maintain some slack for the funding of tome new-^program 
requeits while at the same time reducing the growth rate of the institutional 
budget bases. A recent Board tactic has been to Impose reallocation targets or 
base reduction targets on the Initltutlons^ depending upon the institutions' 
particular enrollment trends, Thus^ the Board cut the institutional budget bases 
to provide itself with a pool of resources to allocate back to the Institutions, 
Theie resources could cover, in part/ the requests for new and expanded pro- 
grams. Board flexibility was derived from Its control over institutional resources. 
Rather than set Internal reallocation targets for FY 1974-75^ the Board Imposed 
budget base reductions from two to four percent on four institutions eKperlencIng 
serious enrollment declines and an across-the-board "productivity" cut of one 
percent for all institutions* Nonetheless^ the Board^s motive and tactic were 
similar to the prior year-s reallocation targets. 

The Texas budgetary formulas do not provide any money for new program 
start-up; rather^ these costs must be absorbed by the institutions because the 
formulas are applied against historical and not projected student credit hour pro- 
duction data* Exceptions ore made, however^ for opening new Institutions* 
Recently some of the new upper-division institutions have made good arguments 
for resources In excess of formula-generated amounts to offset start-up costs. 

Because the other Institutions receive n^jompensoHcTTjor jew^ ^ 

they begin to produce student credit hours^ the incentive for the institutions is 
to request consideration for a program as a "Special Item" or to request more re- 
sources than the formulas generate* Both tactics were tried with increasing 
frequency but with limited success, although the University of Texas at Austin 
was able to fund the LBJ School of Public Affairs as a Special Item, 

157 



141 



Productivity^ Cufi: The Uie of Hlstoricaj Dafg Bases 



Both the lllrnols unft-coit formula (whan it was still used) and the 
Texas formulas incorporated what might be termed productivity reductions into 
thilr computations^ in that the formulas were either grounded on hlitoricol cost 
data or applied against historical enrollment or student credit hour production 
data« One reason given for the use of historical data bases Is that institutions 
should be able to increase their operotrng efficiencies regularly and that one 
way to account for the greater efficiency (i.e*^ fewer reiources to accompiish 
the some mission) is to use historical rather than projected data. The net result 
for the Institution is a reduetien In budget base and a loss of potential slack 
resources^ whereas the net effect for the budget review or funding agency Is a 
stretching of available resources* 

The Illinois Board of Higher Education's staff reduced the institutions' 
potential slack by using credit-hour costs derived from cost studies which were 
two years old at the time of application. One reason, of course, was the fact 
that the previous year's cost study was unavailable during the budget preparation 
stage* Another reason fallowed from the relationship between average and 
marginal costs* Current marginal costs ore less than current average costs* But 
current average costs are probably greater than the previous biennium^s average 
costs. Therefore^ current marginal costs were being approximated by the previous 
blennium-s average costs. Moreover^ the use of historical costs probably offered 
a Te^osonab I e cfp^ rox i ma 1 1 © n o f "re a lity, forthemdjor cost f a c to r s (e Vg7 ^ "so I a r i e 17 . 
commodities, and services) were increased In the biennium subsequent to the cost 
study and thus con^pensated for a large part of the cost increases occurring after 
the cost study . 

When Illinois* fiscal picture became bleaker in 1971^ the Board e^cpanded 
the productivity reduction strategy so as to make its own position less vulnerable 
vis-a-vis the Bureau of the Budget. The Board expected each institution to 
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esHmote potential savings which would accrue from improved operating effi- 
ciency in FY 1971^72, For the most port^ however, the institutions mode no 
attempt to identify an eitimated savings resulting from improved efficiency but 
-instead expected the Board staff to make an overall determination to be applied 
to all Institutions, By avoiding the difncult decision/ the institutional level 
shifted responsibility for the designation of the "Improved efficiency" cut back 
to the Board staff* 

The Board staff derived some savings, which were [gstifled on the basis 
of improved efficiency/ by using average weighted costs from cost studies prior 
to the 1968«69 cost study/ then the most recent study. The second tactic the 
Board staff employed to reduce institutional requests involved the comparison of 
the credit hour production per FTE faculty for 1967 and 1969, Behveen those 
years the production of credit hours declined at most Institutions, This decline 
was attributed to a decrease in faculty productivity* Consequently/ the Board 
staff "calculated a percentage decrease in credit hour production per FTE faculty 
between the 1967 and 1969 faculty load studies for each compuS/ applied one- 
half of this percentage to the institutional funding level reflected by the 1968^ 
69 cost study for each campus, and reduced the FY 1972 instructional component 
by this amount*"^ 

After use of the unit^cost formula was discontinued in Illinois, a pro- 
ductivity adjustment was still assessed (in FY 1974-75), The productivity cut 
^ (along with f ea I Idea tiori tdf gets and budget base cu^"bQ^ M served^se vera hfunc^" 
tlons. First, the one percent budget base adjustment symbolized the Board of 
Higher Education's willingness to do its share to improve productivity and efflclr. 
ency, topics of prime interest to the economy-^minded governor. Secondly, the 
productivity cut was one of the few mechanisms which could be used by the Board 
to induce change at the institutional level* Finally, the cuts enabled the Board 
to ovoid programmatic recommendations at the Institutional level; the "lump sum" 
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nature of the reduction let the Institution decide where the Interncil cuts would 
be made* 

The application of the Texas formulas agalnit historical student credit 
hour production and enrollment data deflated the budget base, as did the Illinois 
formula*! hiitorlcal coit data base. The driving force, however, behind the use 
of historical data was the legislators* distrust of Institutional pro[eetiQns. As 
most Institutional^level administrators In Texas are likely to complain/ the data 
base Is tw© years behind actual enrollments during the second year of the blennium. 
Naturally, such a lag can severely strain institutional resources during a period 
of growth and inflation p 

To alleviate the fiscal pressures created by using the historical student 
credit hour production and enrollment data bases, the legislature apprQprlated 
a contbgency fund for the "Faculty Salaries" area for use during the second 
year of some blennlOp The fund was appropriated to the Texas Commission for 
Higher Education and. In subsequent years, to the Coordinating Board for dis- 
tribution to the Institutions according to the Faculty Salaries formula. If enrolh 
ment growth during the second year of the blennium exceeded the contingency 
funds available to cover the Increase, the funds were allocated on a pro rata 
basis. For FY 1960-61 of the 1959-61 blennium, for example, the Texas Com- 
mission allocated a $737,987 appropriation for undergraduate enrollment In- 
creases; for FY 1962-63, the amount allocated from supplemental contingent 
^appropriafionrv^as $1 ;5 millidn; for FY 1964-^657-the-amount was-$3T98 million^ 

For FY 1970-71, when the last contingency fund for enrollment growth was 

8 

appropriated, the Coordinating Board allocated $8.2 million. Pressures on the 
state treasury and the leveling trend In Texas enrollments have led to the cur- 
tailment of contingency funds for enrollment increases, although the legislature 
still appropriates contingency ftjnds for special areas (e.g., the Coordinating 
Board allscQted $1.5 million of a $1 ,9 million appropriation to finance Increaies 



144 

160 



In nursing school enrollments for FY 1973-74 and a $3.2 million contingeney 

fund for salary Increasei in FY 1973-74 for faculty members receiving less than 
9 

$15^000 a year). Although contingency funds were net appropriated regularly, 
as evidenced in the 196^^67 and 1967-69 blennta^ the funds did reduce the 
nscal pressures en the institutions and hence reduced some of the uncertainty 
over the source of resources for enrollment growth* Thus^ Inititutlons eouid 
plan on o certain level of support before the blennla began* 

In contrast to the appropriation of contingency funds In Texas, no such 
fundi were appropriated In Illinois. Institutions have requested such funds for 
Internal control^ but the Board of Higher Education has opposed that approach* 
jnitead, Instltutloni hove been encouraged to create their own "contingency" 
funds by spending lessit^an eKpected (l*e*/ less than appropriated). 

Target Ceilings 

The efforts aimed at limiting the size of formula-generated requests In 
California and Illinois through the Imposition of target ceilings were unsucceis- 
ful for different reasons. Beginning In 1961 California* s Department of Finance 
set rough ceilings on the state colleges- systemwlde budget totals, but this 
action failed miserably Because Finance uneKplicably accepted Systemwlde ra- 
quests which exceeded tha Initial targets* This targat=^setting tactic was aban^ 
doned after three or four years. 



Tha failure of target-setting In Illinois can be traced to a breakdown in 
qommunicdtlons betwean the Bureau of the Budget and tha Board of Higher Edu^ 
cation on tha one hand and between the ^ard and tha Institutions on the other* 
Also/ tha formulas used were more genarogs than the Bureau of the Budget was 
willing to, or could, afford. In praparing tha higher education budget requests 
for both FY 1970-71 and FY 1971-72^ the Board did not pass down to the Insti- 
tutions the overall targets suggested by the Bureau of tha Budget. Moraover, 
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the Board did not seriously review the ongoing programs in the institutions' 
budget bases and continued to use essentially the same formula procedures 
(with some minimum-impact productivltyjsd justments included in FY 1971-72) 
OS in previous years despite the fact t^atrf|ie formula methodology had been 
criticized as allowing too much "fot.^JThe net result of the breakdown in 
communications was that the Board of Higher Education lost much of its 
legitimocy as a coDrdinatlng agency together with the trust of the institutioni 
and the Bureau of the Budget. Although the circumstances were different in 
California and Illinois^ the lesson Is slmijarr Target ceilings are incompotibl 
with formula procedures unless the ceilings are incorporated Into the formula 
mechanism or unless there Is a significant reduction of the budget base. 



Management Audits Strategy 

California Is the only case in which management audits were used to 
thwart Institutional misuse of the formula procedures, Prfor to the earlv 1960's, 
the Department of Finance maintained only loose control over the use of the 
WTU faculty staffing formula . The standard fiscal audits used with the S/F 
ratio methodology had been continued. Preaudits of the faculty staffing work- 
sheets were conducted, but these were no more than routine checks for mathe- 
matical errors and misapplication of the formula. Following the failure of the 
target ceilings, Finance introduced In FY management audits, a 

- dftcidadly more successful tgctjc,, . The gudlits increase d th e uncertainty in the 
application of the formula at the Institutional levil and enabled Finance to 
control better the formula -generated requests by policing the use of the formula. 
Finance's tactic was to use the formula structure as an audit track to focus on 
the utilization of instruct fbno I faculry (i.e., teaching) positions and to com- 
pare the audit results with the budgeted faculty positions and enrollments. 
The first management audits were partially ^sed on the strict Inter- 
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pratatlon that funds appropriated for faculty pQiitlons should be eKpended 
aceording to the same staffing pattern used In genaratlnfl the Initial budget 
request. This standard was subsequently relaxed, In deference to the vocal 
©ppoiltion raised by the Chancellor's Office and the colleges. They com*- 
plained that the staffing formula had been intended as a resource oequisitlon 
device, not as an mternal management tool , Thereafter^ Finance concen^ 
trated on such areas as-^ 1) overstafflng in relation to actual enrollmants; 
2) the requesting of more posit Jons than required for some disciplines, with 
subsequent absorption of the positions by other departments; 3) the use of 
faculty pasitions to teach classroom courses with enrollments less than the 
minimum required for financing courses under staffing standards; 4) the 
number of classes offered with enrollments of 10 or fewer students; and 5) 
abuses in crediting faculty members with workload credits for supervision*^^ 
Although the audits did tend to keep the institutions "off-balance" and make 
the campusas adhere to the formula guidelines, the audits were not as success^ 
ful as they might hove been because not all institutions were reviewed annually 
and because the results of audits seemed to have little impact on future budget 
outcomas. 

The Taxas Legislature has Imposed several report mg requirements on the 
colleges and universities In the past but Is only beginning to develop a special 
office with a management or program audit capability. Two required reports-'- 
g Tag chin g Loa d Re poLt/ , wh lc^ pro ylde s evidence of compi la n c a svi t h mini my m 
standard teaching load requirements, and a Small Class Report, which catalogs 
all classes with less than the minimum number of registrations — appear to be 
Intended as monitors of the use of formula^generated resources. Because the 
formulas having the largest Impact, Faculty Salaries and Departmental Operat-- 
?ng EKpense, ore based on student credit hour production, these reporli serve as 
Indicators of the amount and location of slack that must be absorbed to offer 
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small classts. There is no indication, however, that the reports have any 
lignlf leant Impact upon the outcomes of subsequent budget proeasses. 

Reducing Tolerances on Enrollment Proje ction Errors 

Funding agencies In Illinois and California can control the magnitude 
of the institution's marginal resources (potential slack) hy ad|usting the official 
tolerances allowed on enrollment projections. At the same time, opportunities 
exist for Institutions to maximize their marginal resources by taking full ad- 
yantage of the tolerances without being penalized for undershooting or over- 
shooting the marks. 

Perhaps the most common tactic used to compensate for institutional 
overestimates or underestimates of enrollments or costs is on adjustment applied 
during the subsequent budgetary cycle. This tactic is especially useful for 
remedying increases caused by overoptlmlstic projections and for reducing the 
uncertainty for the coordinating agency or state level in the case of a difficult 
decision. In other words. It provides the opportunity for corrective action. 
In the 1967-69 blennium the Illinois Board of Higher Education adopted an en- 
rollments policy which placed much of the responsibility for accurate enrollment 
prolections on the institutions* The institutions benefited In the case of under- 
enrollments; institutions had to lapse only those funds for actual enrollments 
which fell more than three percent below pro|ected enrollments. Moreover, the 
"^lapilng of fuTTdrwr^^^^^ 
diminish any Incentive for Institutions to acquire resources through an uncon- 
trolled growth In enrollments, the Board required that any Institution enrolling 
students in excess of the budgeted number attempt to compensate Internally by 
controlling the number of students accepted during the second year of the 
biehnlum. If excessive enrollment persisted at the end of the blennium, the 
Board staff refused to fund the overenrollments unless the Institution could 
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adequately [ustlfy its situatron. Institutisni hod fo fund ©verenrol Iments out 
of their own slaek reiourees. 

Thus, any institutional tactic which juitified addjtfonal resources on 
fhe grounds that the students were already on hand was effectively thwarted; 
indeed, the Incentive for institutioni favored the underenrol Iment of studentSi 
But during the growth era of the 1960's, It was difficult to deny access to stu^ 
dents, and the Board staff was on reasonably safe grounds In providing the insti- 
tutioni a "cushion" m cose of underenrol Iments only. (Northern Illinois^ for 
example/ requested nearly $1 ~0 million to overcome a deficiency due to over- 
enrollment at the moster^s leveL The Board staff recommended no compensa- 
tion, noting that Northern had not taken strong enough action fo compensate, 
during the second year of the blennium/ for the overenro I Iments eKperienced 
during the first year, ) 

A revised Board policy for the pro[ected 1969-71 blennlum provided a 

three percent "cushion" in case of both underenrol Iments and ©verenrol Iments, 

Institutions which enrolled fewer students than prGjected and funded In ]967^69 

hod to reduce their budget base for overfunding greater than three percent* The 

change affected Institutions which enrolled more students than projected or 

funded. These schools were permitted to receive additional funds In the sub- 

12 

sequent blennium to cover up to three percent of the ©verenrol Iment* The initial 

budget request Instructions for FY 1972-73 Identified a B^rd plan to Ifmit the 

flexibility of the institutions by controlling some of the marginal resources. 

Twenty-five percent of the funds generated for FY 1972-73 enrollment increaies 

were to be opproprlated to the Board for subsequent distribution in ipring 1973, 

13 

when final enrollment figures were available from each institution. The plan 
was not Implemented by the state, however, 

California has had an enrollment prolection tolerance policy similar to 
that used in Illinois, For a number of years the flexibility factor was plus or 
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minus two percent* The policy stated that If the colleges' aetual enrol Imenti 
fall within plus or minus two peraent of the budgeted projected) enroll- 

mmnU, no Qd|ustnients In appropriated funds were required. If octuol enroll- 
ments were more than two percent below the budgeted figures^ the eol leges had 
to return uncommitted funds to the state on some prorated basis* If actual en- 
rol Imenti exeeeded the budgeted figurei by more than two percent^ the state was 
to make supplemental approprlatloni to the colleges. 

This policy worked to the advantage of the state level during the en- 
rollment growth period of the 1960's. Actual enrollments usually exceeded 
the budgeted amounts by more than two percent, yet the stote had to provide 
supplemental funding for only that portion of the overenrollments in excess of 
the two percent leeway. In the CQlifornla Legislative Analyst's Repart for FY 
1969-70^ the AnalystU staff accuied Syitemwide of "cheating" on the colcula- 
tlon of overenrollments or underenrollmenh The tactic used by Systemwide 
I^ PY 1968-69, for example^ to swing the trend of greater than two percent over 
ages in its favor was to compute the "over two percent" figure on □ campus by 
campus bosls^ rather than on a systemwide basis, Thus^ Systemwide sought 
Increased funding only for campuies with enrollments in excess of two percent 
over the budgeted figures. Some institutions hod actual enrollments less than 
budgeted enrollments, but the former were within two percent of the latter. The 
computations done on a campus by campus basis produced a larger "students- 
In-excesi-of-budget" figure than If the computations had been done on a 

systemwide basis (i.e., trading off deficit enrollments on some campuses for 

15 • ^ 

excess enrollment slots on other campuses)* 

During the early 1970's, however, enrollments began to level in Cali- 
fornia; in some Institutions^ they began to decline. Under such conditions the 
two percent enrollment factor did not work in favor of the state level. In fact, 
the Department of Finance claims that between FY 1971-72 and FY 1973-74^ 

166 

150 



- Sysfemwide enrQllad a total of 24^000 FTE balow the budgeted enrollments* 
To Improve the stote level's ppiitlon on the iiiue of enrollment pro|eetlon 
tolemnees^ Fmonee instituted a new polley In FY 1973-74, The toleronce in 
enrollment projeotlons Is now plus or minus 200 students for Institutions with a 
student enroMment of greater thon 10^000 FTE» The plus or minus two peroent 
factor still gppiles to colleges with enrollments of less than 10^000 FTE* As 
a result^ FInanoe has reduced Its level of unoertalnty by limiting the omoun^^ 
of tolerQnce In enrol Iment pro[ectipni ot the larger institutions whose enroll^ 
ments have the largest Impaet In total dollar terms. 

The Ultimate Counterstrategy^ Introducing a New Formula 

When all other counterstrategiei foil to keep institutional growth within 
acceptable boundS/ the coordinating agenoy or stata^level agencies oan aban^ 
don the existing formulas and adopt new procedures which employ parameters 
more favorable to the state's fiscal and political outlook. This counterstrategy 
has at least three possible options/ each varying as to the degree of aggressive-^ 
ness required for implementations A short-term remedy is for the funding agency 
to ignore formula^enerated totals or costly pieces of a formula package In 
making budgetary recommendations^ another short-term strategy Is to tinker 
with those provisions of the formula which are too eKpensive; and a third 
option Is to abandon completely the existing formula and Introduce a totally 
new procedure. ' * 

The Texas Legislative Budget Board and Executive Budget Office gen^ 
eroily accept the formula framework recommended by the Coordinating Boards 
yet usually disagree with their formula rates. In this respect the state-level 
agencies maintain their options and flexibility while shifting uncertainty to the 
institutional level. The state-level agencies fit the total pro[e€ted resources 
to the various formulas, rather than obligating themselves to finance formula- 
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generated fofah. When a new formula is racommanded by the Coordinating 
Board for a non-formula area, the state-level agencies retain the option to ac- 
cept or reject the eomplete formulo or only the rote structure^ depending upon 
the cost of the new formula. If the formula is rejected, oi woi the "Instruc- 
tional Administration" formula when first reeommended for the 1973-75 biennium, 
the state agencies use the previous biennium's base to make recommendations for 
incremental chongesv Thus, while the formula framework is not abandoned, the 
agencies which determine the final funding levels maintain considerable discre- 
tion In making their recommendations within this framework. 

Several Te^os institutions, Including the University of Texas, have 
developed a strategy to compromise state-level recommendations. The strategy, 
a "totals-only" revised request. Is generated In the spring while the legislature 
Is In session after on assessment of the political and fiscal environment. The 
institution decides whether to focus on the House or Senate bills or take favor- 
able Items from each bill. The revised request Is generally a compromlie between 
the original institutional requests generated for the most part using formulas and 
with the QpMon to request more than the formula totoli on the one hand and the 
Legislative Budget Board and Executive Budget Office (governor's) recommenda- 
tions on the other. Institutional priorities are established, and though these might 
not be presented In open hearings, they are communicated to the legislative and 
; executive staffs. The revised request strategy was net used during the early and 
mld-1960's because the legislature was then appropriating resources at levels 
closer to the formula-generated amounts. The University of Texas has used the 
revised budget for approximately six years. This tactic is on effort on the part 
of the Regents to coeperate and work with the legislators and staff. The revised 
budget also represents on opportunity for the Regents to flex their political muscle 

The California Department of Finance adopted the lecond option In the 
formula change strategy— tinkering with high cost elements of the formula— In 
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revirslng the graduste-'level Instruction differential policy. One of the un- 
□ffleial rules ©f budget trimming might be stated q%i When required to cut 
a budget^ reduce the requester*! known slack flrit* The reduction of known 
slack rridkes the cutter's tail^.eoiler and leii open to criticiim. This tactic was 
copied by the Legislative Analyst's staff In 1970 In recommending budget re- 
ductions t© meet the financial exlgenciei predicted far FY 1970-71 , 

The graduate-level Instructlan differential was a likely candidate for 
two reasons. Firsts the differential had not been pratected by formal incorpora- 
tion Into the formula structure. The arrangement was the result ©f a policy 
agreement between Systemwlde and the Department of Finance. The relatively 
short lifetime ©f the differential was undaubtedly ©ne factar which explained 
why the f©rmula enrichment had not been formalized; another was that the 
graduate differential hod not been dliaggregated as a separate K-factor, 
Secondly^ the differential was regarded by Finance and the Legislative Analyst's 
staff as a very clear example of resagrces In eKcess ©f real need, Pri©r t© 1967^ 
the state colleges had always been able to finance graduate Instryctlan out of 
the existing formula with the 12 WTU w©rkl©ad n©rm. In fact. It was the cat- 
leges' (and Systemwlde' s) Inability to justify adequately the differential In 1970 
which canvfnced the Legislative Analyst's staff, the legislature, and the Depart- 
ment of Finance that It was pr©per to eliminate the enrichment factor* 

Tinkering with a formula Is usually a short-term solution to the problem 
©f ^'excessive" requests, for it tends to distort the ©rlglnal formula framework, 
unbalancing the pattern of Incentives, Illinois and California relieved some of 
their fiscal problems In the early 1970's with major surgery^ lllln©ls abandoned 
Its unit-cost formula and procedures In FY 1972-73, and California replaced Its 
WTU faculty staffing formula with the SCU/FTEF methodology. 

The Illinois Board of Higher Education's decision to eliminate the unit- 
cost formula was forced upon it by the need to reduce the Board's uncertainty 
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created through continued use of the formula. Briefly stated^ the state level 
camplaFned that the formula was too rich and generated budget requests which 
the state ceuld net afford. The Board was obflgate^ to make institutional re- 
queits GQnfarm to the eitimated ayaflable resources^ a'task which became more 
difficult as the difference between available reseurtes and^formula totais grew 
larger. ^ % ^ , 

To pare down the total higher education budget basai the Board of 
Higher Education adopted a forced reallocation strategy whereby Institutions 
had to identify their highest and lowest priority programs. This strategy to force 
reallocations on a statewide level was successful in that it reduced the overall 
budget request for FY 1972-73^ yet was unsuccessful In that It left much of the 
responsibility for the final declsloni to the Board staff. Although the Initial list- 
ing of low and high priority programs and items was performed by the Initltutionir 
the Board staff members "absorbed the heat" when they selected among the high 
and low priority items on a statewide basis. The Board learned its lesson and 
dropped the policy of statewide reallocatlons^ln FY 1973-74. 

In two recent budgetary cycles (FY 1973-74 and FY V974-75) the Board 
of Higher Education has moved away from budgetary formulas and toward 
-'fndicatorif " leii Formally applied measures of system parameters^ as the basis 
for budgetary decisions. In the 1?74^75 budgetary cycle^ for example, defN 
ciency ad|ustments were recommended for certain universitioi to compensate for 
gross dlFferencei in Funding levels^ to promote specific educational objectives, 
and to reward past efficiency of operation* The comparls©r> of several Indicators 
of pr©ductlvity^-^S/F ratiosi faculty workloads, and costs per functional claislfi-^ 
cation (costs per PTE student and costs per weighted/FTE student)"-reyealed that 
Illinois State and Western Illinois and to a lesser extent,- Nartheastern Illinois, 
hod heavy faculty credlt-^hour loads. The combination of low per-student costs 
and high faculty credlt^hour output led to the recommjihdatlon that these 
Initltuflons receive deFJclency adjustments, 
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The shift to indicQfofs gives the Board of Higher Education more flexi^ 
billty In making reeommendationi than did the formula^ but calU for more 
{udgmanfgl deciiioni by the Board staff* At the same time^ uncertainty at the 
fnstitutiQnal level has Increased considerably. One complaint echoed by 
numeroui officials at the system and Instftutfonal levels is that during the last 
four yearS/ the Board of Higher Education has started the budgetary process 
with a different approach each year. The use of budgetary formulas^ It Is noted, 
did routinize the process « Moreover^ although the new methodology Includes 
Resourca Allocation and Management Procedures (RAMP)-*^ multiyear planning 
and budgeting system designed to function also as an Information system***the 
new procedures provided the system and institutions with little guidance for 
developing reasonable estimates of total need. Consequently^ most Institutions 
and systems have reverted to the traditional Incremental budgeting used prior to 
the advent of any buiigetary formulas in Illinois^ Going one step further^ one 
system office-^^the Board of Governors* staff^^has developed a formula on the 
basis of some cost and workload studies^ In order to give the Board of Governors' 
institutions a handle on budget preparation. Without a statewide formula struc- 
ture or explicit guidelines from the Board of Higher Education^ mpst Institutions 
ore having to resort to "padding" as a tactic to Insure their fair share of the 
higher education sector's resources. 

The rgtlonale and fiscal predican;snt behind the abandonment of the 
WTU formula in favor of the SCU/FTEF methodology In California paralleled 
the conditions which led to the demise of the unlt^cost formula in Illinois. At 
first glance the Department of Finance's r€|ectldn of the WTU faculty staffing 
formula/ on the basis of the Teerink Report dQfa, ap^ars terribly illogical within 
the context of a single budgetary cycle (]97]^72) , but it was quite a logical 
itrategy given the historical development of the WTU formula* Finance's dis^ 
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approvol of the WTU fapmula was lllogieal m the seme that the Teerink Report 
data misrepresentad hiitorlcal agreements between the collegei and Systamwide 
on the one hand, and Finance on the Qther. There had existed a long-standing 
agreement that iupervlilon and Independent study eoursai did constitute part of 
tha 12 WTU faeulty workload norm . (It must be noted that suparvlsfon and 
independent study ware Teacher Education devicai which burgeoned into other 
dlselprinas.) Yet In the long-ranga perspective, tha rajaetfon of the formula 
was designed to rallave the Daportmant of Flnonee of the burden of financing 
the stota colleges Oceording to guidallnas which ganerated a seemingly Insotl- 
able demand, A major raason for tha sudden Impact of the Teerink Report was 
that the report op^ared during a lean ravanue^year . Nonetheless, the abandon- 
mant of the forfnula was the culmination of the various Fjnanca strategies em- 
ployed over the years to control the heavy fiscal pressuras genarated by the 
formula* 

Finance sought to shift ^me of the uncertainty In the budgetary process 
back to the Systemwida and collage levels. The overall itrategy implicit In 
dropping the WTU formula wai the movement foword control of tha MqI resourc^ 
pool available to the state colleges. What made the strategy all the mora 
effactlve was the fact that the Dapartment of Finance did not propose a detailed 
model for an alternative formula. Instead, Finance suggested that a new for- 
mula would have to be built around output maasurei of some kind. This strategy 
not only let the Department of Finance control the totals, as opposed to having 
the totals dictated by the WTU formula, but It also left tha colleges and Systam- 
wide uncertain as to how much to request. Thus, the onus was on the colleges 
and Systemwida to propose o new budgetary mathodology acceptable to Finance* 

The Department of Finance might have lackeyed with the WTU formula 
elements such as class sl^es and breaking polnts'to arrive at a modified formula 
which would have generated a moTe modest budget request. There are savaral 
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reasons why such alferationi would have been uniuited to FinGnce's objective 
of reducing Its uncartalnty. If Finonce had merely adjuifed the WTU formula^ 
!t would have been an acknowledgement that the baiic formula structure was 
satlifactory* Finance did not want t© admit thri because It was not the case. 
Furthermore, In a very operational vein, such changes would have taken too 
long to effect. That h, a formula-modification strategy would have involved 
tinkering with the entire formula. Becauie the formula was so complex. It 
would have been extremely time coniurnlng to fix the formula elements within 
a dollar totoL Finally, Finance was particularly Interested In foeusing on 
some specific areas, the lo-cal led^/'pollcy curtailments." Finance felt that 
it was on firmer ground by attacking the policy areas directly, rather than to * 
have its criticisms muted by a complete restructuring of the formula base. 

In a tactic apparently adopted to keep Systemwide and the colleges off 
balance^ Fin Wee employed a dlf^^ for the 1974^75 budget- 

request than it had used In previous years. In the past Finance had focused on 
proposed augmentations to the budget base. Finance hod to look at the budget 
in isolation from ongoing programs and was, therefore, relatively uninformed as 
to the adequacy of base activities. Also, Finance had nelt'her the time nor the 
manpower needed to examine the budget base. And just as important, base pro^ 
grams tend to have constituenciei and hence defenders, making it difficult to 
reduce or eliminate programs. 

For the review of the FY 1974-75 budget requests from all state agencies, 
the Department of Finance adopted the strategy^ "There is no such thing as a 
budget base." Thus, nothing was to be considered sacred in any agency request. 
This strategy also suggested to state agencies that In the future there might be 
elements In the base which could be eliminated. To give the warning some 
authority. Finance examined closely certain Items In the Syitemwide budget base 
(e.g., communications) to criticlie and reduce. 
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A cgmpanlpn tactic used by Finance for the FY 1974-75 budget review 
wfli to lump all "Pr^ram Maintenance Proposals" (PMPs) and "Progrem Change 
Proposals" (PCPs) together into one category--"Budget Change Propoials," 
PMPs were suppoiad to Include workload-related adjustmenti and special cost 
Increases, PCPs were Intended to cover adjustments resulting from enrichment 
and increased levels of service . Agmr\c\m$ had found that it was to their tactical 
advantage to lump most Increases and ad|ustments into PMPs, which were less 
susceptible. to cuti than PCPs. To discourage this maneuvering, the Department 
of Finance eliminated the distinction between PMPs and PCPs, _ 

A third tactic designed to Insure Department of Finance control over the 
SCU/FTEF methodology was the continued use of the 12 WTU faculty workload 
norm. Some ©biervers at the state level have noted that there hod been no audits 
on the Instructional portion of the budget since the SCU/FTEF methodology was 
- first Implemented and ihat SystemwIde jH 
The Reagan Administration placed a high stock In workload measurement; thus, 
it would have been politically Infusible for Systemwide to drop this type of 
measure. Whether or not Finance actually enforced the WTU norm, the agencies 
felt compelled to do so. The norm's very existence meant that the Institution was 
constrained internally by the old WTU structure of.modes of instruction and maxi- 
mum class sizes and from above by a campuswide SCU/FTEF rotio. 

Similarly, the State of Texas Is seeking to reorganize completely Its 
budgetary process according to the tenets of zero-base budgeting. The initiative 
for this approach is coming from the governor's office, but the operationallzatlQn 
for the 1975-77 biennium Involves a [olnt efforrwith the EKecutlve Budget Offici 
and the Legislative Budget Board staffs. Unlike the changes In formula procedure 
In Illinois and California, which affected only the higher education sector, lero- 
base budgeting In Texas is aimed at all state agencies. The Legislative Budget 
Board and ixecutlve Budget Office staffs are having difficulty applying lero- 
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base budget Ing to higher edueation^ however. Ziro-bgsa budgeting will not 
override the present formulas^ for example/ because as an observer In the Budget 
Office, noteds "The formulas are too desirable*" Generally, zero-base budget- 
ing will apply to the nonformula areas of the operating budget; the present for=" 
muls framework Is essentially a lero-base process in that the budget Is recon- 
strueted from the ground up every biennium* 

One Indieatlon of the diffieultles whieh arise in adapting zero-base 
budgeting to fit higher education was the use in Texas of two sets of budget 
Instructions for IPTS-^??: one, the traditional formula-based instruetions, and 
the seoond the zero-base format. The latter instructions required that the initi- 
tutloni present contingency plans for levali of funding below the formula- 
generated amounts (e.g. , if your Institution receives 85 percent of o given for-- 
mulOf what programs In that formula area would you keep?)* There is clearly 
little Incentive at the institutional or state levels to adopt zero-base budgeting 
for higher education. At least one institutional buBgef sfficer lsTetort^^^ 
that the Institutional requests be calculated as before, with these requests re- 
fined and "backed Info" the zero-base format. At the state level, \qq, there is 
considerable uncertainty over what to do with the zero-base format priority 
rankings, A dilemma exists because there appears to be no way to treat the dif- 
ferent priorities within the formula structure^ whereby all institutions receive 
the same percentage of formula. 

institutional-Level— School-Level Interaetions 

Evidence of strategies and counterstrategles associated with the intra- 
Institutional application of formulas to the budgetary process Is limited primarily 
to the California cose. Illinois does not currently use a statewide formula in 
the Instructional area, although both Northern Illinois University and the Uni- 
varsity of Illinois do employ "Indicators" for Internal allocation. However, 
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NorthamU weighted produetlvlty ratio approach is esienHally the same as the 
Cdllfornla State University and CQlieges' SCU/FTEF methodology. Further-- 
more^ there li evidence of uncertainty ihiftlng at Northern in that productivity 
targets set by the pro^st*s office are paised down t© the department level* In 
Texas formula usage appears to go no lower In the authority hierarchy than the 
institutional level* There are eKceptlonsi lome extremely aggressive depart- 
mants at the Unl vanity of Ta^cai at Austin and Southwest Texas State University 
use the. state formulas as |uitificotlon for their fair share of the Institutional 
approprlotlons* Both Institutions maintain small contingency fundi by with- 
holding^ during the internal allocation process/ a portion of the formula- 
generated total appropriated to the institution* Yet the instances of statewide 
formulas having a direct impact within the Institutions are far fewer than in 
California, where the formulas Impinge more clearly at sub-mstltutional levels. 

Even in California strategies and counterstrategies occur less frequently 
between schools or administrative levels within the Institution than U true 
between the state and Systemwide/lnstltutlonal levels. These Intrainstitutiona! 
strategies are more subtle and difficult to detect because of the less structured 
relatfonshlpi at that level* A primary concern of administrators at the Insti- 
tutional and school levels is, of course , uncertainty reduction^ particularly 
through the manipulation of slack, but there Is decidedly le^ evidence of intra- 
Institutional uncertainty shifting; perhaps the •'organizational distance" between 
Institutional and schools-level administrators Is considerably less than that 
between the state and institutional levels. In fact^ It Is difficult to distinguish 
between Institutional-level and school-ievel slack-manipulation strategies be- 
cause Institutional strategies directed toward higher-levels ore frequently nothing 
more than consolidations of Individual school strategies and tactics. In the follow 
Ing discussioni attention is focused upon the California State University and 
College Initltutlons « 
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Techniques for Gaining Slaeki Strafr^gjei and CQuntersfrgfegias 



Skirnmlng . Skimming is the praetica of taking a cQntingency raterve 
off the top of Q resouree pool before olloeating the raiourees to lower levels. 
These lower levels might alio take a imall reserve off the top of their sharei 
before distributing the funds to even lower leva Is, and so on. These reservei 
ore held to meet any contingeneies which might arise at subordinate levels; in 
this sense the reserves ore hedges agQinit uneertainty. Skimming^ or the 
creation of eontingency reserves^ is not peculiar to syitems which use formula 
budgeting^ but it is interesting to observe that In the allocation process in such 
systems/ resourcei are not always distributed to budgetary units in the same pro- 
portion as requested through application of the formula. 

Under the California WTU faculty staffing formula^ the dean of academic 
planning at Hayward created a reserve of from five to 15 percent of the total 
faculty staffing budget. This pool of approximately 75 faculty positions was r^t 
all surplus because some of the positions had to be used to cover certain "fixed" 
programs mandated by the state which were not covered by the formula. None- 
theless/ the reserve ftirnlshed the dean flexibility to meet emergencies such as 
unexpected increases In enrollments at registration time and to satisfy the forced 
salary savings requirements imposed by the Department of Finance, At the begin^ 
nlng^of FY 1973-74 however^ when Hayward was plagued with declining enroll- 
ments and was working with a new SCU/FTEF procedure^ the dean of academic 
planning had only 7/10 of a position (versus perhaps five to 10 truly free posi- 
tions under the WTU formula) at his discretion* With a total faculty of between 
600-700 members, this was not very much slack. 

There Is some uncertainty-shifting gamesmanship with respect to reserves 
that goes on between the dean of academic planning (Hayward) and.the vice 
president for academic affairs (San Jose) and the school deans. The academic 
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plenner and Qesdemlc affairs vice president eKpect the deans to hold reserves 
so that they will not come to them for extra positions. In moit eases the deans 
attempt to hold some discretionary positions^ thus absorbing some of the uncer- 
tainty that would otherwise fall on the higher level. At least one dean Inter- 
viewed^ however, makas It a policy not to hold any dlicretionary positions. 
His strategy Is to shift responsibility for meeting contingencies to the aeademic 
planner/academic affairs vice presidential leyeL During previous growth years, 
the higher level has often supplied the extra positions. But as the fiscal picture 
becomes bleaker, the Institutional level must often go to Systemwide to get 
eKtra posltlons-=wlth a decreasing chance of succesi. Although the dean 
temporarily shifts the uncertainty back to the Institution's top administrative 
level, he may be the loser If the eKtra positions are not available. Of course, 
this strategy is unwlso if the dean has more faculty positions than he requires, ^ 
because his slack wMI be reduced when It is discovered* 

Assigned Time. Assigned time Is credit In the form of weighted teaohing 
units (WTU) given to faculty for asiuming extra dufie$ such as handling excess 
enrollments, prepanKg courses never before taught by that particular faculty 
member, providing special graduate student testing services, participating in 
team teaching efforts, and the like, all of which would be above and beyond 
the 12 WTU //orkload norm without specific compensation. The assigned time 
compensation is probably the most important source of intralnstitutlonal flexibility 
provided withm the formula framework* At both Hayward and San Jose assigned 
time has been used more In the last three years than ever before, primarily be- 
cause there was sufficient slack In the old WTU formula system without resorting 
to the use of assigned time. Assigned time is regulated by Systemwide. For 
FY 1973-74, each campus was not to have more than 10 percent of the faculty 
(with a maximum of three WTU per faculty member) in the assigned time category. 
On several campusei the assigned time classification has been used as a source 
of slack. ^7 B 
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By allowing up to 10 percent of tha faculty no more than three WTU 
credit for aiifgned time^ an institution can build into its teaching effort slack 
equal to 2,5 percent of its total instructional budget* Some time Is used for 
uhapproved or borderline activitiei, and while these uses would be included in 
the potential 2,5 percent pool of slacks they ore activities which could not 
otherwiie be supported. In this latter sensa^ the borderline activities must be 
considered another dimension of slack* 

One borderline use of assigned time favored by department chairmen 
and school deans is for release time* Promising faculty members are allowed 
lighter Instructional workloads under the guise of assigned time in order to pro- 
vide additional time to pursue their research* Some campuses can enlarge their 
budgets by purposely running up the size of some of their classes in order to be- 
come eligible for more assigned time* Systemwide is particularly concerned 
that some institutions may be splicing assigned time with administrative time for 
department chairmen. This action is clearly contrary to Systemwide policy^ 
because faculty positions cannot be used for administrative work. Nonetheless, 
the assigned time category offers school deans and even institutional-level ad- 
ministrators a powerful incentive to develop sources of slack* 

Temporary Faculty Positions. The use of both part=^time and full-time 

*fe _ - . . - - _ 

temporary faculty positions is an Important source of flexibility and slack for 

schcol deans, so much so that Systemwide requires the institutions to have a 
minimum of 10 percent of the total faculty PTE positions in the temporary 
category, (In lllmols, Northern's greatest source of flexibility is in its tempo^ 
rary faculty positions. In general, the use of temporary positions Is a signifi- 
cant source of flexibility in any state,) School deans and institutional- lave I 
administrators in California use temporary positions as slack In fwo ways* First, 
temporary faculty are used to absorb enrollment declines and shifts In student 
demand within the institution* As enrollments decline, programs losing students 
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can reduce their temporary faculty first, protecting the tenured or permanent 
faculty. As students shift from low-cost programs In the social sciences to 
higher-coiti programs in professional areas, temporary faculty can be hired to 
satisfy the need for additional faculty In the high-demand areas. By maintain- 
Ing these additional positions on a temporary basis, the Institution retains its 
flexibility In case student demands suddenly change again. 

The second way In which temporary positions are used as sources of 
slack arises from the higher WTU workload norm eKpected of temporary faculty. 
Permanent faculty are expected to carry a 12 WTU Instructional workload plus 
a three WTU workload consisting of committee work, student advising, and com- 
munity service. Temporary faculty do not get Involved In committee work and 
student advising and are therefore employed on the basis of a 15 WTU instruc- 
tional workload. Technically, the non-instructional workload generated by the 
temporary poiltions, but not assumed by these positions, must be borne by the 
permanent staff. Assigned time and "reassigned time" are used in part to reward 
permanent faculty for carrying this extra load. 

The source of slack Is the three WTU Instructional workload differantlal 
supported by the temporary positions. Both the SCU/FTEF and the WTU faculty 
staffing formulas assume an FTE faculty position to be 12 WTU. When permanent 
faculty positloni are converted to temporary faculty positions, the conversion is 
done on the basis of 15 WTU. F-r every permanent position so converted, the 
department and school picks up the equivalent of 1/4 of a position. These extra 
fractions of positions are used in turn to reduce the Instructional workload of 
permanent faculty— they become, like assigned time, a source of r*^ leased 
time • 
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CONSEQUENCES OF INTRAINSTITUTIONAL FORMULA BUDGETING UNDER 
THE CALIFORNIA SCU/FTEF METHODOLOGYi THE INCENTIVE STRUCTURE 

Under the SCU/FTEF formulQ methodology there is considerable Incentive 
to Increaie the nurnber of FTE students. Departmerits^ ichools, and inititutioni 
now pack their classes, servicing more FTE students, in the hope of getting a 
larger operating budget next year because of the increased clientele base* 
However, all that the departrnents and institutiorii will get as reward next year 
is a higher SCU/FTEF ratio because this year's rati© will work against them In 
the historical three=year average* One state level observer admitted that "the 
campus is cutting Its throat If It Increases productivity ^ " This Is one reason why 
the SCU/FTEF ratio procedure might be an interim measure. If a departnnent or 
institution ihould decrease the number of students served, the reduction will 
indicate to Systemwide and the state level that fewer faculty will be required 
next year* One ob^rver described the Institution's plight asi "Damned if you 
do, and damned if you don't, " 

It pays to pack students into classes for another raason. Departments 
and institutions wanf mry much to avoid the payback of appropriated funds be= 
cause of underenrollments. Paybacks are always difficult to reclaim because 
the ra sources have already been committed to faculty positions and instructional 
services even before the flicdl year begins. Thus, the departments and institu^ 
tions are caught both ways by the SCU/FTEF system* 

Another consequence of the SCU/FT EF ratio methodology -is that the 
level of Interdepartmental competition for scarce resources has increased p Under 
the WTU staffing formula, there was little conflict between low=cost and high- 
cost programs because there was not a FiKed allotment of dollars. Each program 
"earned" its own way based upon the number of students It could attract* With 
the SCU/FTEF ratio ^ however, new programs have t© be ^nfied from eKiitIng 
ones. In addition^ the shifts in student demand are forcing some traditionally 
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strong libaral arts programs to sufFer at the eKpense of both aKpanding profes» 
slonal and carear oriented programs and other liberal arts and sciences programs 
(e.g., biology). It Is mote difficult for the programs suffering declining enrolh 
ments to add coursei or even to maintain a complete curriculum because the 
SCU/FTEF ratio is more lensltlve to changei In demand than was the WTU for- 
mula. (The WTU formula required that a department have sufficient students to 
exceed the breaking point In order to justify o new section and an additional 
faculty position,) 

The best eKample of the coniequences of Intralnstltutienal budgetary 
stroteglei Is the Hayward campus* use of the MaKimum Intrinsic Ratio (MIR). 
There is a tendency for department chairmen deliberately to under-schedule 
their programs in order to drive up the moKimum intrinsic ratio and thereby 
attempt to gain staff in subsequent years. Unfortunately, departmental growth 
is thwarted rather than benefited if the departments underschadule , With under^ 
scheduling, there is an Inability to generate the PTE student totals which are 
used to coniunction with the MIR analysis to derive faculty needs for subsequent 
years. The dapartments are thwarting their own efforts to gain staff rather than 
enhancing tham by putting artificial ceilings on their FTE totals. Percent at- 
tafnment of MIR has an Impact on faculty cutbacks within a fiscal year but not 
between fiscal years. Unfortunately, department chairmen are confusing the 
incentive structure of the internal allocation procedure (MIR) with the external 
acquisition procedure (SCU/FTEF) and thus are planning their growth strategies 
around the wrong set of incentives, 

TRUST AS A SURROGATE CONTROL IN STATE-LEVEL AND 
COORDINATING AGENCY INTERACTIONS 

In Callfornfa, Illinois, and Texas the state levels have at one time or 
another used established bonds of trust with intermediate agencies as a substltutt 
for direct procedural control over, or monitoring of^ institutional activities. 
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Conilder^ for instance^ the California experience. The technical detaili of 
the weighted teaching unit (WTU) faculty staffing formula determined the 
boundaries of the negotiated environment for the Departments of Finance and 
Edueatlon and the colleges. That 1$^ the formula proyrdes limits for funding 
for given conditions at the Institutions, Finance's Initial bargaining position^" 
that the formula should not generate Institutional needs that greatly exceeded 
the requeiti generated by the student-faculty (S/F) technique and that Finance 
should have final program and course approval'=^wai designed to maximize 
Finance's control over the new prcicess and to minimize the potentially negative 
(to Finance) effects of control in the hands of other organizations* The fact 
that Finance acceded to the Department of Education demands for program and 
course approydl was not necessarily an indication that Finance accepted a 
greater burden of the uncertainty in the budgetary process. The relationship of 
trust and confidence that had formed bafwean Finance and the Department of 
Education during the formula negotlationi was significant in this respect. The 
trust relationship=-that is^ Finance's confidence that the staff In Educatidn 
careful ly monitored new^program approvals — became a lubstltute for actual De= 
partment of Finance control of program and course approval. 

At the same time Finance was able to shift soma of the uncertainty it had 
previously borne to the Department of Education* Prior to adoption of the staff- 
ing formula, Finance generally dealt with the collegas separately even though 
budget requests were forwarded through Education, Education's assumption of 
responsibility for program and course approval along with the traditional respon-' 
sibility for budget review permitted Finance to use Education more as a buffer 

between Finance arfd the colleges in budgetary matters, 

- . ,^ jff^ 

Both the llllnoii Board of Higher Education and the Texas Commission 
on Higher Education (later the Coordinating Board) were created to reduce the 
Incraailng political uncertainty associated with dealing directly with the evar-^ 
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growing number and compleKify of InsHtutions. The leglslafors trusted the co- 
ordinating boards to regulate the higher education iystems. The Illinois Budg- 
etary Commission's and legislature's trust In the Board of Higher Education were 
reflacted in the leglilature'i appropriating almost to the dollar the Board's recom-' 
mended levels between 1962 and 1969* The Texas Legislative Budget Board and 
Executive Budget Office trust In the Coordinating Board Is manifest In the re-- 
markably close personal and working relationships between staff members in all 
three agencies. Moreover, both the Legislative Budget Board and the Executiva 
Budget Office usually accept the formula framework. If not the specific formula 
rates, proposed by the Coordinating Board* 

Although the coordinating agencies (or In the case of the California State 
Colleg^s^ the Department of Education or the system-level office) reduce state- 
level uncerfainty by aiiumlng responsibility for the Implementation of resotjrce 
allocation decisions, a truit relationship Is a two-^way arrangement which also 
offers the coordinating agency leypi support In Its dealings with the subordinate 
units. When the coordinating level's budgetary recommendationi are accepted 
by the state, the coordinating agency can use this trust as a power base, or 
bargaining lever, and as a source of operational flexibility In working with 
lower levels in the authority hierarchy. 

Because a relatlonihlp of trust affords potential for a positive-sum reduc- 
tion of uncertainty accompanied by uncertainty shifting, this trust Is actively 
cultivated by the coordinating agency level* One general technique is, of 

course, to publicize the cutting of Instli-utional budget requests, for cutting 

17 

connotes fiscal responsibility In the eyes of most itate»level officials. A more 
subtle strategy evidenced by coordinating agencies is "asking for what sells"-- 
In other words, gouging thajiscal and political environment and requesting only 
the resources that the state appears willing or able to provide. Such requests 
also play upon specific state-level sensitivities. The Illinois Board of Higher 
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EducaHon/ for eKcample, used fo segregate fhe lalgry^increaies portion of the 
budget request Int© two categoriesi o step increase for all employees and a 
merit increase « The merit increases were sepgrated to highlight the fact that 
salary increases were based^ in part, on productivity increases^ which were a 
particular concern of the legislature* More recently^ the Board staff recom- 
mended that funds provided for academic salary Increases for FY 1972-73 be 
awarded entirely on the basis of merit , This was to become the philosophy for 
requesting salary incregsei in subsequent years. 

Much of the "politics" of formula budgeting in Texas is centered around 
the maintenance of a strong trust relationship between the coordinating board 
and the state level. Much of the trust evolves from the particularly close work- 
ing relationships. The Coordinating Board shares Information with both states 
level agencies and does much research for the Legislative Budget Boards espe- 
cially in the aiea of new and non^formulo Items* Moreover, the biennial con-' 
structlon of the budgetary formulas is monitored by the Legislative Budget Board 
and the Executive Budget Office/ both agencies are allowed input Into the pro- 
cess and are Invited to Formula Advisory Board meetings* 

Another important aspect of trust maintenance In Texas appears In Co- 
ordinating Board formula recommendations which are designed to generate re^ 
quests for no more than what the state is likely to fund. This sales strategy is 
best Illustrated by the biennial Interplay between the various formula study 
committees^ the Formula Advisory Committee, the Coordinating Board staffs and 
the Coordinating Board itself* The Coordinating Board had been very reluctant 
to push for substantial increa^s in the faculty salaries area (until the prepara- 
tion of the \97§^77 guidelines)* The Faculty Salaries Formula Study Committee 
recommended/ after a thorough review/ a salary rate structure for FY 1971-72 
which was 8 percent higher than In the previous year* The study committee also 
recommended that the formula rates for FY 1972-73 be set at 105 percent of the 
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recommended rates for FY 1971-72. This 1971-73 biennlum rate structure was 
approved by the Formula Advisory Committaa, but the Coordinating Board argued 
that the salary rate increase was too much to request from the state and recal- 
culated the rates to provide an overall average improvement in rates of 4 per- 
cent for each year of the 1971-73 biennium. 

The most significant element of the Coordinating Board's formula decis- 
ions IS the base for recommended increases— should the Board use the recom- 
mended rates or appropriated rates for the second year of the previous biennlum 
as the base? In Its faculty salaries recommendations for 1973-75^ the Board 
reaffirmed Its recommendations for 1971-73 by requesting a 3,5 percent improve- 
ment factor Increase for FY 1973-74 In addition to an annual 3.5 percent infla- 
tion factor Increase for both FY 1973-74 and FY 1974-75. The Faculty Salaries 
Formula Study Committee which reviewed ratei for 1975-77 used the 1974-75 
appropriated rates as the base and recommended an Increase of 7 parcent for 
each year of the ]975-77 biennium. The Board claimed that this increase was 

too low^ however^ and recommended that faculty salaries be eicalated at an 8 
18 

percent per annum rate. Similarly^ the Departmental Operating Expenie For- 
mula Study Committee which reviewed rates for 1975-77 held to the 1974-75 
appropriated rates as base because these rates were 96 percent of the requested 
rates and appeared to provide a more realistic standard by which to estimate 
increases, Agaln^ the study committee was overruled and the Departmental 
Operating Expense formula went forward from the Board with rates based upon 
the recommended rates of the previous biennlum. In summary^ the formula study 
committees appear to develop the Initial recommendations In light of Indicators 
and other signals from the state leveL 

Once the coordinating agency level has made its recommendations^ it 
tends to engender trust at the state level by standing behind Its recommendations 
in the face of Institutional "end runs" in search of additional resogrces— the 
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coordinating agencies in IIIInQis and Texas and the systemwide office of the 

California State University and Colleges adopt this stance to mQintain their 

legitimacy in the eyes of the state. A good example of a firm stand appeared 

in Texas^ where the Coordmating Board recommends budgetary f:^rmulas but has 

no formal review authority* In September 1970^ the chairman of the Coordinate 

Ing Board told members of the Legislative Budget Board that public senior col-- 

leges and unrversities had requested more than $42,8 million over the amounts 

which were generated by using the formulas recommended by the Board and that 

fhm Board "'is in complete accord with the desire to reduce requeited appro^ 

19 

priationi in. order to finance only the most essential activities. - " 

THE COORDINATING AGENCY BUFFER FUNCTION IN STATE-LEVEL-- 
INSTITUTIONAL INTERACTIONS 

In addition to employing strategies and counterstrategies fashioned/ for 
the most part, around formula structure^ inititutions and coordinating agencfes 
also take advantage of their relative positions in the authority hierarchy to re- 
duce their uncertainty. In particular^ just as state-level agencies use the 
coordinating agency or system levels to act as a buffer between the state level 
and the ?tistitutiona1 levels so too can the process be reversed as the intermedi- 
ate levisj buffers the institutions against thi state level,' The larger inititutions 
In such states as California, Illinois, and Texas have alwoys managed to wield 
considerable influence at the state level and hove found the introduction ©fan 
intermediate layer— especially a coordinating agency--'to be more of a hitidrflnce 
than o help as a buffer. Naturally, smaller institutions hove viewed the inter- 
mediate level. qs a means to rectify the power imbalance between the "haves'' 
and the "have nots" through careful attention to the equitable distribution of 
resources within the higher education system. However, during the 1950's, the 
California Department of Education did not control the institutional level as 
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HghHy as Us cognterparts In Illinois and Texas but served as an effoctive buffer 
for the state collages. 

The Daportment of Education'i demand for authority over program and 
course approval during the early 19S0's was not so much a direct counter- 
strategy to Finance's claim to the same responsibilities as it was an indirect 
■institutional strategy to use Education as a buffer between the colleges and 
Finance. The colleges were reasonably certain that their new and expanded 
programs would receive a more sympathetic review from the Department of Edu- 
cation than from Finance, If for no other reason than Education's greater pro- 
fessional "expertise" in the area. It appears that the colleges played upon the 
professional concerns of the educators in the Department of Education and in a 
sense coerced Education to assume review responsibilities which it never really 
desired and for which it was not really equipped. Thus, the colleges increased 
the certainty of the budgetary process by falling more directly under purview of 
an agency whose behavior was more predictable In program review than was 
Finance's. Although Education became a "planned" buffer for both Finance and 
the colleges, most Finance and institutional strategies and counterstrategies em- 
ployed through the late 1960's continued to be directed at one another. 

This use of the Deportment of Education by Finance and the colleges is 
an example of a positive-sum reduction of uncertainty accompanied by uncer- 
tainty shifting. Finenca reduced its uncertainty by structuring Its institutional 
relationships more clearly through Education. The colleges Increased the pre- 
dictability of their immediate environment by falling under Education's respon- 
sibility in the program review area. Finally, Education reduced the uncertainty 
in its immediate environment by assuming control of the program and course re- 
view functions. At the same time. Finance avoided the adminrstratlve respon- 
sibility for review (by agreeing to assign Education these duties), shifting this 
uncertainty to Education while still maintaining Indirect control through the 
trust and confidence relationship. 
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Although tha creation of most coordinating agencies fs justified partially 
on the basis of the buffaring function these ogenciei perform/ the coordinating 
agency staff does not usually seek to increase the uncertainty it must face* 
There are indications/ for example^ that the Illinois Board of Higher Education 
under the Browne and Glenny reglmei (1962-68) sought at times to minimize 
the impact of an institutional buffering role the Board played vls-a-vis the 
state leveL While the Board established the budget request ceilings for each 
institution/ the Institutions were permitted to make their own presentations to 
the legislature— under the watchful eye of the Board staff which monitored the 
presantations to Insure Institutional compliance with Board guidelines. Although 
the Board set the request ceilings and held the institutions to them, the Board 
shifted some uncertainty to the Institutional level In the sense that the institu- 
tion succeeded or failed In lustlfylng Its own request. For the most part/ the 
institutions were successful In defending their requests/ yet the University of 
Illinois/ for Instance/ "voluntarily*' took a reduction In appropriations below 
the level recommended by the Board during hearings for the 1967-69 budget* 
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FOOTNOTES 
Chapter 5 



The distinction between eKtension work and off-campus resident 
credit is currently made by the Institution. Some Institutions have retained 
the extension elasslficatlon-=ojthough the Incentive for additional resoufces 
may push Institutions toward off^campui resident Instruction, there may be 
prassgres (i*e,, prestige, an eMistIng audience) to continue extension work* 
The Coordinating Board is |ust beginning to study the situation* 

^ State of Illinois, Board of Higher Education, Report No. 32 of the 
Executive Director , December 22, 1964, pp, 126, 132^139, 143, 147, 151, 
155, 



4 



Ibid ., pp. 140-141, 
Ibid., p, 12U 



^ Wlldavsky, A, The Politics of the Budgetary Process . Bostoni 
Little, Brown, 1964, pp. 108-123, 

^ State of Illinois, Board of Higher Education, Report No. 30 of the 
Executive Director , Octobar 27, 1964, p, 103. 

^ State of Illinois, Board of Higher Education, Executive Director's 
Report ^93 , January 5, 1971 (Revised Februarys, 197^ p, 18. 

^ State of Texas, Texas Commission on Higher Education, Report to 
The Honorable Price Doniel, Governor of Texas, and The Legislature of tKe 
State of Texas , December 31, 1962, p. S)-, Texas Commission on Higher Edu- 
cation, Annual Report of the Texas Commission on Higher Education to The 
HonorabTa John Connally, Governor of Texas, and The Legislature of the State 
nf Teifas, December 1, 1964, P. 5j State of Texas, Legislative Budget Estimates 
fiF^liscal Years Ending August 31, 1973 and 1974 . (Submitted to the 
Sixty-Third Texas LeglslaHire by the Legislative Budget Board, January, 1973, 

p. iv-n.) 
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9 

CB Report , 9, No, 3 (March 1974), p, 2; CB Report , 9, No; 6 
(June 1974), p. 2. 

Californio. pepdrtment of Finance Audits Division Report No, BSC- 
140* TO: Dr# Glenn Dumke, Chancellor; FROM: Trustees of the California 
State Collegei; SUBJECT: Management Audit of Teaching Positions, Sacramento 
State College, Fall 1970 Semester; dated January 20, 1971, p, 1, 

State of Illinois, Board of Higher Education, Executfve Director's 
Report ^52 , January 11, 1^67, pp. 351-361. 

12 

State of Illinois, Board of Higher Education, Executive Director- s 
Report ^71 , December 2, 1968, p. 619. _______ 

13 

State of Illinois, Board of Higher Education, Instructions for Sub-^ 
mitting 1972-73 Operating Appropriations Requests^ June 25, 1971, p, 9, 

14 

California Legislative Analysts Report for FY 1969-70, pp, 416-417. 
IMd., p. 416. 

One observer at the system level noted, "If we coma in with a 
realistic request, the Board of Higher Education will cut ui« We don't want' 
to pad our budget, but to stay competitive with other syitems we have to ask 
for a little more, even if it fs a little ridiculous." 

See Thomas J. Anton, "Roles and Symbols in the Determination of 
State Expenditures," Midwest Journal of Political Science, 11^ No. 1 
(February 1967), pp. 27*'43/ for a discussion of the symbolic aspects of 
budgetary behavior. 

1 8 

CB Report, 9, No, 1-2 (January^February 1974)/ p. 2. More re= 
cently, th& Coordinating Board endorsed requests for appropriations which 
included an across-the-board salary increase of 13.6 percent for FY ]975'^76 
and 10.2 percent for FY 1976-77. See CB Report , 9, No. 8 (August 1974), 
p. 4, ^ — 

CB Report , 5, No. 9 (September 1970), p. 1. 
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The Relationship Between the System of Roles, 
Formula Structure, and Formula Budgeting 
Behaviorf A Comparatjye Analysis 



The strafegiei employed by the ifate^ coerdinaHng agency, and instltu^ 
tionel levels to aehleye a reducHon In uncertainty fallowed two pattams: the 
shifting of uncertainty t© other levels and the cumulaHon of exceis resources in 
anticipation ©f future conHngenclei, expaniion, and enrichmant* Likewise, 
the consequencei of one level's strateglei f©r other levels essentially paralleled 
the strateglei! the locus of budgetary control was shifted and the balance of 
slack resources at each level was upset. 

That Is^ the state level's first priority was to place a ceiling on budget 
requests^ and If that objective proved Impractical, the second priority was to 
employ a budgetary decision rule which could at least predict budget totals. 
Budgetary formulas were Introduced in part to perform one or both of these functions. 
Generally, the state level wanted to control or at least predict agency spending 
patterns to preclude a state budget deficit; If budget surpluses accrued from care- 
fijj management, they could be used to compensate for unanticipated agency ex- 
pendltui'c^* When formulai were misused, or the Incentive structure unexpectedly 
worked in the Institutions' favor, the state level countered with a variety of ^ 
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UTAH STATE UNIVERSITY (ISOa) Lo^m 
President- Glen L, Tag^art 

Adminmtrntive OfTices: Old Main, Logari, Utah 84322 

Chartered m Agrirultiiral College of Utah 1888; firet instnictbn 
1890; fim barralaiireatc 1894 . Name changed to Utah State Agri« 
cultural College in 1929, to present ofTicial name, Utah State Uni- 
ver^ity of Agrlrulturc and Applied Science, 1957* 

Defined Utah State Univereity h Utah's land-^rant univereity under state 
RDlt legislation, Congressional enactments of 1862, 1867 and sul^quent 
ymm. Utah State Univet^ity m one of two major univcmti^ serving 
the State System of Higher Education. It include a Division of Ex- 
tension and Continuing Education and the Utah Agricultural Ex- 
periment Station under sup^rting federal legLslation, colleges of 
Agriculture, Business, Education, Engineering, Family Life, Human- 
ities-Arls-Social Science;, Natural Resources, and Science^ a School 
of Graduate Studies, a Summer School, a Division of International 
Studies and Programs, Programs of undergraduate, master's and 
doctoral instruction and r^arch in these college as authorized rc^ 
ceive emphasis, together with programs related to agriculture, land, 
water, forci^try, food science, the development and maintenance of 
natural resources. Utah State Uni verity is a prLiniuy cttiter of uni- 
verity r^earch, of graduate and profeMional education, in the fields 
authorized and assigned to it, 

Calendif Quarter system. Re.gular session late September to early June. 

Freshmen admitted beginning each quarter, Degre^ conferred m 
June. Summer s^ion: eight weeks, mid-June to mid^August. 

Admission Applications should lye sulDmitted at least one month Ijefore registra- 



Fees 



tion. 



Resident: Full-time tuition and fees $170 per quarter or $510 j^r 
school year. Nonresident! Full-time tuition ruid fe« average $422 
per quarter or $1,266 per year. On-campus room and l»ard aver- 
ages $1,200 per school year, Books and supplies alxjut $220. Mar- 
ried housing available, 

Siudent Vs,ried scholarahijB along with the National Direct Student Loan, 
Financial Educational Opportunity Grant, Basic Opportunity Grant, and btu- 
dent Work Study programs are ofrered. Maximum freshman aid is 
$2,700. Applications for scholarahip and all other aid due Fcbruaiy 
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L Parents Cnnficirntinl StntriiiriU fni in is rcquirc'cj for financial aid, 
Init not for scholarships. 



Special 
Academic 
Program! 



Degree 
Requirenients 



Tntematinnal Programs has sponsnrcd sevrra.l ofT-rampiis teaching 
programs. In roopcnuinn with the BnlixTan c nntrac t credit course 
have l)cen provided liy USU slafT mcmheni in selected subject matter 
areas, Courses for credit toward a Masters degree have also been 
started in Tran, This kind of outreach has many 1 benefits to the Uni- 
versity and prDvide.s professon^ an opportunity to broaden their scope 
of knowledge and to enrich their classroom ofTerin.gs. 

Special language programs ha\e Hccn stsirted on campus as a result 
of activities and coordination of the East-West Institute and the 
Peace Center programs. Foreign study tour program.^ to foreign 
lands are based on student interest. Tlie quarter in Mexico to study 
in Spanish rmd the Art Tour to Mexico are annual programs that 
attract a great deal of interest. 

The Intensive Rjiglish Language [nstitute is supported in large part 
l)y students contacted by International Programs* 

Utah State provides the student the opportunity to individualize his 
bachelor's degree. Regular chL<sw^ork c an be ( oinbined with CLEP 
credits, advanced placement, spec:ial exaniination and other expcri' 
ences in accumulating credits for a degree. 

Conference and Institute Division provides arrangements for numer- 
oLis meetings, conferences, classes, short foui^es, workshops and other 
academic programs for credit and non<Tcdit, serving thousands of 
persons each year. 

Continuing Education Centei^ in the Uintah RiLsin and in South- 
eastern Utah provide resident instructional programs leading to de- 
grees and teacher certification for residents of those areits, A resident 
instructional stafT is supplemented by a teaching stafT brought to the 
areas from the Logan campus. 

For all bachelor's degrec^s, minimum 186 quarter units; approved 
general education couraes; 60 upper division units; a prof^^ionaJ 
component of 122 units which includes the major, certification re- 
quirementSj and all ancillary course work; 2.0 average on 4.0 scale; 
minimum residence 45 units including 1 5 of last 60, (See catalog for 
specific degree requirements). 
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student Residence hnlls house 24% of Tindcrerndimtc men and 41% of 
Li»o imdcr^adimte women. Apartments for mamcd scttidents. Some 
8% of both men and women join 7 fraternities and 3 sororities; 
about 50% of fraternity mcmbcR and 35% of sorority membera live 
in organizational housinR. Cam permitted. University sponsore ly= 
ceum and concert .series, drama and music programs. Logan (popu- 
lation 25,000) is 81 mite north of Salt Lake City, 

R.O.T.C. Army, Air Force ; optional 2 or 4 yeara. 



Defined 
Role 



Calendar 



Admiiilon 



Fees 



WEBER STATE COLLEGE ( 1 889) Ogden 
President : Jreeph L, Bishop 
Administrative OfRices: Ogden, Utah 84408 

Established as Weber State Academy by the Church of Jc^us Christ 
of Latter-day Saints 1889, firat instruction at college level 1916; 
!,c, amc junior college 1923. state institution 1933; 4-ycar co^leRC 
1963- first baccaJaureate ,1964. Name ch-sngcd to Weber Academy 
igoa' Weber Normd College 1918; Wete College 1923, present 
nfime 1963. 

Welier State College servra the System as a large foiir-year college 
near the center of state population. It offere nndwgraduate literal 
education in the arts and sciences, authorized prof^ional work m 
education, busine^, economics, allied hetdth and technolog)' for 
trade-technical education, plus an active continuing education pro- 
mm The technical education program provides varieti^ of tech- 
nical and para-professional work leading to baccalaureate degrees^ 
Wcl)cr State College .serves as a valuable source of proftssional and ■ 
of graduate students for transfer to the System's unrvcreities m Logan 
and Salt Lake City. Weber State College is also a significant re= 
ceiving institution, having the capacity to accept ""dergi^uj^ 
transfer .students from the Sy,stcm's two technical colleges located 
nearby on the Wasatch Front, as well as from the junior colleges. 

Quarter system. Regular s^on late Septeml^r to early June. FtcJ- 
men admitted beginning each quarter. Degrees conferred m June. 
Summer quarter of 8 weeks, mid-June to mid-August. 
ApplicaUons should be submitted after 6th semester of high school, 
at least 30 days before rw»f;Hy a,tion. 

Raident: Full=time tuition and fees $157 per quarter. Non^r^ident 
$319 per quarter. X^Q 
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student A variety of scholarehif^. National Defense Student Loan, Educa- 
FinancUl tional Opportunity Grant and Student Work Study programs are 
offered ^v^th aliout 15% of freshmen and 18% of all students re- 
ceiv^ing aid. Maximum freshman aid is $2,000, Deadline for scholar- 
ship application is Fehruar)' L Deadline for other financial aid 
appliration is August. The Parents' ConfidentiiU Statement is re- 
quired. 

Degrea For bachelor of arts or bachelor of science degrees r 183 quarter 
Requlrementi units — 40 units general education; 60 upper division units; 40-60 
units in major, 20 in niirior, 2.0 average on 4,0 scale minimuni re- 
quirement, r^ident, 45 units, including 1 quarter of senior year. 
For teacher education: 2.25 average. Associate degree and cer- 
tificates awarded for special programs. 

Student College residence halls house 144 women students in apartment type 
^'^^ facilities and 546 men and women in lioard and room facilities. No 
facilitite on campus for married students. Some 8% of men and 
9% of women jom 7 fratemiti^ and 5 sororiti^. Cars permitted. 
College sponsors convocation series, art shows, dramaj operas, musi- 
cal programs and many other community programs. Metropolitan 
Ogden"(pop. 100.000) is 35 mite north of Salt Lake City. 

R,O.T,c, Armyj optional 2 or 4 years. 

Collections College collections include vertebrate animals from intermountain 
region^ prescr\^ed amphibians and reptiles, study skins of birds and 
mammds, and s)Tioptic survey of insects. Collsge herbarium houses 
plants of Weber County, flora of Utah and adjacent stat^, some 
500 sheets of South Pacific plants and plants from eastern U.S.; 
geological collections of minerals, ores, rocks and fo^ils of over 150 
species, A specJal collection in the college library hous^ the Howell 
and Wheelwright rare Ijooks collectionSj Morrell porcelain collection, 
the Becraft Far Eastem collection, the Paul Branson art collection 
and others. 



SOUTHERN UTAH STATE COLLEGE (1897) Cedar City 
Pr^ident: Royden C. Braithwaite 
Administrative Offices: Cedar City, Utah 84720 

Established as Brancli Normal School of University of Utah and 
firec instruction 1 897 ; transferred to Utah State Agricultural College 
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Defined 
Role 



Calendar 



Adnilislon 



Fees 



Studont 
Financial 
Aid 



and name changed to Branch Agriculturn! College of Utah 1913; 
fii^t baccalniircate awarded 1950; name changed to College of 
Southern Utah 1953; l^came independent institution 1965; preaent 
name adopted 1969. 

Southern Utah State College provides an educational opportunity 
within the Utah System of Higher Education for those wh^m needs 
are best served in a mall- to medium-size four-year college with ita 
residential life and sense of community. The College is authorized 
to offer courees leading to the baccalaureate degree in the arts aiid 
science, in teacher education, busine^ and technology. The College 
offers approved pre-profa^sional programs, certified programs In vo- 
cational and technical subjects, and agricultural subjects approved 
by the Board. Opportunities exist in continuing education, also in 
community ser\Hcc and development commensurate with its ap- 
proved curriculum and resources. 

Quarter system. Regular se^ion late September to early June, 
Freshmen admitted September, Januar)^, March. Degree conferred 
In June. Summer session : two 4-week tenns, eariy June to eariy 



Degree 
Requirements 



$10 application fee. Applications should be submitted at least 6 
weeks before registration, 

Resident: Full-time tuition and fe^, $143 per quarter. Nonresidents 
$293 per quarter. On-campus room and board per year $990. ($25 
application). 

All scholai^hip applications must be received prior to February 1 to 
be considered for awards the next autumn. Tlie college participates 
in the National Direct Student Loans, Supplemental Educational 
Opportunity Grant and the College Work Study programs. Appli- 
cations for these programs should l>e submitted by June 1. Almost 
half of all un^^irgraduates receive some aid annually. The American 
College Testing (ACT) Family Financial Statement is required. 

For degrees: 183 quarter units; 53 units general education; 40-65 
units in major, 20-30 in minor. See catalog for other details. 



Student 34% of students live in r^dence halls. There are canipus apart- 
LJ^^ ments for married couple, About 8% of men join 3 fratemiti^ 
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housing 75% of members. Care permitted. College sponsori Annual 
Utah Shiikespearean Festival. Drama club and art ^hom are jointly 
sponsored by community and schoob Cedar City, (pop, 10,000) 
sponsoiT. program.^ by Ballet We^t and Utah S)Tn phony. College i^ 
265 mil^ south of Salt Lake City. 



SNOW COLLEGE (1888) Ephraim 

President * J. Marvin Higbee 

Administrative Offices: Ephraim, Utah 84627 

Established as Sanpete Stake Academy by the Church of Jesus Christ 
of Latter-day Saints. Name changed to Snow Academy 1900. 
Junior college instruction fii^t ofFered 1923. In 1933, came under 
control of State Department of Public Instruction. Became branch 
of LJtah State University of Agriculture and Applied Science, 195L 
Became part of Utah State System of Higher Education under con- 
trol of Utah State Board of Higher Education, 1969. 

Dtflned Snow College affords opportunities for students at a two-year com- 
^^^^ bined residential and day-student college. With Dixie College and 
the College of Eastern Utah, the system's two-year colleges are de- 
signed to provide prematriculation, general, vocational, well as 
transfer options. Snow provide unusual opportunities for students 
who are specially interested in residential experience in a two-year 
college. The system's two-year colleges are intended to serv^e as viable, 
productive, two-year colleges^ providing general educational, voca- 
tional opportunities and transfer options to tlie four-year colleges and 
universiti^. 

Calendar Quarter system. Regular s^ion late September to early June. 

Freshmen may enter any quarter. Associate degrees conferred in 
June. 

Admlnlon Open door. No application fee required. Applications received up 
to the day of registration. American College Test recommended. 

Fcii R^ident: FulUtimc tuition and fees, $126,50 per quarter. Non- 
Resident: FulUime tuition and fees, $268.50 per quarten Mini- 
mum on-campus room and board $286 per quarter. On-campus 
housing $130-140 per quarter. Married student housing available. 
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The following types of financial aid arc available: Scholarships 
(deadline Februan^ 15th), Bnmc Educational Opportunity Grant 
(BEOG), National Direct Student Loan (NDSL), College Work 
Study Program (CWSP), Supplemental Educational Opportunity 
Grant (SEOG). 

All programs except Scholarehips and the BEOG require the Par- 
ents' Confidentia] Statement (PCS) to be profe.^ed. The Snow CoU 
lege Scholarehip and financial aid application must be completed for 
all programs. Suggested financial aid application deadline m Fel>- 
ruary 15. Application.^ received after this date arc considered on a 
fir^t come, fii^t serv^e basis, but are fully considered. 45% of the 
students received some form of aid in 1975-76, Average aid $550. 
Maximum $1^800. 

Degree 96 quarter houre, 1.7 average on 4.0 scaJe required. Pr^cribed 
Requlrementi courses : Associate in Science ~ biological science, English, human- 
ities, physical education, physical sciences, social science; for Asso- 
ciate in Applied Science — strong concentration in specific voea- 
tional^echnical areas with modifications of the 'general education'' 
requirements of the aliove listed degrees. The Certificate of Comple- 
tion in technical areas also available and may be awarded at any 
time in academic year that prescribed courec is completed. 

Diviilons Natiiral Sciences; Social Sciences; Humaniti^ and Arts; Industrial 
arid Occupational Education ; Physical Education, 



DIXIE COLLEGE (1911) St George 

President: Perron C. Losee 

Administrative Offices ; St. George Utah 84770 

Established 1911 as a 4^year high school by the Chu^h of 
Christ of Latter-day Saints; junior college instruction added in lyib. 
The state assumed control in 1933, In 1963 the college separated 
from the high school and moved to its pr^nt 74^acre campus. 

Defined Dixie College, like its sister two-year institutions, provides general 
Rofe instruction in a two-year college, with transfer, prematriculation, 
general and authorized vocational opportunities. Close cooperation 
with and encouragement of transfere to the Southern Utah State 
College, within the Sptem, k contemplated in view of the close 
proximity of th^ two institutions. 
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Calendar 



Quarter system. Regular session late September to early June. Fresh= 
men register September, January; and March. Degrees conferred in 
June. Summer mmon. 



Admigsiori Open-door admission policy. No applicatinn fee required. Applica- 
tions accepted up to the day of registrationi 

Fees Resident: Full-time tuition and fees $390 per school year. Non- 
resident: Full-time tuition and fees $780 per school year. On-cam- 
pus room and board $1030, Married student housing available. 



Student 
FinanQii! 
Aid 



Scholarship deadline is March 1. Students should have a 3.5 grade 
point average to apply for available academic scholarships. Some 
departmental scholarships available in Music, Art, Drama, Speech, 
Journalism and other progi'ams. National Direct Student Loans, 
Educational Opportunity Grants, and \Vnrk-Siudy Programs re- 
quire the Parents Confidcniial Staicmcnt, 



Degree 
Requlrenienti 



96 quarter hours, 2.0 a\'erage on 4,0 scale m required. To qualify 
for graduation, the student must successfully complete at least 9 
hours of credit in each of the following divisions: Life, Physical and 
Social Sciences, and Humanities, as well as complete the Freshman 
English, Physical and Health Education requirements. Students may 
earn up to 46 houi^ of CLEP credits, may obtain credit or class 
waivers through advanced placement programs, may obtain credit 
by examination, or otherwise challenge any course in the curriculum. 



Divisions Art, Biological Science.s, Home Economics, Humanities, MusiCj 
Physical Education and Recreation; Physical Sciences and Mathe- 
matics, Social Sciences and Education; Speech md Theatre Arts, 
Auto Trades, Aviation Occupations, Business, Industrial Arts, Engi- 
neering Technology and Graphic Arts. 



Student 
Life 



Students not living with parents or guardians must live on campus 
or in college approved housing. Campus located 300 miles south of 
Salt Lake City in a city of approximately 12,000. Yearbook, weekly 
newspaper, literary magazine. Major student activities and organi- 
zations: National, state, and local fraternities and clute on canipui. 
Major sports: football, basketball, baseball, tennisj rodeo, track. 
Competitive athletics for women. Automobiles allowed on campus. 
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COLLEGEOFEASTERN UTAH (1937) Price 
President: Detin M. McDonald 
Administrative Offices: Price, Utah 84501 



Defined 
Role 



Calendir 



Aditilision 



Fees 



Student 
i Financial 
Aid 



Degree 
Rtquiranienti 



Established by the Legislature in 1937 as Carbon College, a 2-year 
junior collegC'high school, controlled by the State Board of Educa- 
tion. Abolished by an act of the Legislature in 1953 but saved by 
refevendum. Became a branch of the University of Utah in 1959s 
dropping high school program. Tn 1965 changed its name to present, 
and in 1969 became independent from University of Utah, reporting 
to the State Board of Higher Education. Currently operating as a 
community college. 

The College of Eastern Utah Is a community college which provide 
educational opportunity of general and flexible nature, with' pre- 
matriculation, vocational, transfer, and general completion oppor- 
tunities. Situated in a city affording special cultural advantages, 
populated with people of high ethical and educational standards^ 
CEU affords outstanding opportunities as a well-integrated^ two- 
year college. 

Quarter system. Regular late September to early June. Fmhmen 
may enter September, January, and March. Degree conferred in 
June. Summer session : eight-week s^ion, mid-June to mid-August. 

Open-door admission policy. A five-^dollar application fee is re- 
qired. Applications received up to the day of registmtion. 

Resident: Full-time tuition and fe^ $372 per school year. Non- 
resident: Full-time tuition and fees $768 per school yean On-cam- 
pus room and board $798 per school year. Married housing available. 

Scholarships along with Nationd Direct Student Loan, Supplemen- 
tal Educational Opportunity Grant, Basic Educational Opportunity 
Grant, and Student Work Study Programs are offered. Maximum 
fr^hmen aid is $1,800 with the average being $550. Deadlme for 
scholarship application is March 1, for all other aid Apnl 1. Late 
date for financial aid applications is August I . The Parents Confi- 
dential Statement is reqmred for all student aid. 

For an a^odate degree, 93 quarter houra, 2.0 average required. 
Prescribed courses: Life science, 9 hours; English, 6; humanities, 9; 
physical education, 3 ; physical science, 9 ; speech, 3 ; social science, J. 
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Diviiloni 



Student 
Life 



Doflned 
Role 



Calendar 

Admliilon 
Fees 



Hunmnitics and Sex lal Srienrcs, Natural Scienrc. Applied Rricncc 
(Business. Nursing, Trade and Tcrhnican. 

Some on-campus hoiismg availahle. Campim m localnd in Price, a 
city of approKimatcIy 9,000, 120 milc^ from Salt Lake City. Ycar» 
book and newspaper, Maior student activities and organisations: 
student government service and religious ffrnups, sf^ech and dra- 
matics, fraternities, music. Major sports: haskethall, haschall, track, 
wr^tling, women's athletic program, Automobile.s allowed on 
campus. 

UTAH TECHNICAL COLLEGE AT PROVO ( 1941 ) 
President: Wilson W, Snrcnsen 

AdministraUve Offices: 1395 North 150 East, Provo, Utah 84601 

Four school districts in the Utah County area worked together to 
establish the institution as Central Utah Vocational School in 194L 
Made a state institution in 1947, Authorization 1967 to award the 
A^ociate in Applied Science Degree. Full accreditation by the 
Northwest Association of Secondary and Higher Schools in 1969, 

Utah Technical College at Provo emphasizes vocational, technical, 
and paraprof^sional subjects. Th^e are combined with authorized 
programs in related general education^ including the two-year A^- 
ciate of Applied Science degree. With short courses, evening coui^es 
--credit and noncredit — Utah Tcchnicnl College at Provo pro- 
vides significant educational training and employment opportuniti^. 
Transfer possibilities, especially to Welier State College with its four- 
year School of Technolo^% are open to graduate of the Technica] 
College, Through individual advisement, transfer possibilitite else- 
where in the sWtem may U arranged. The Technical College offers 
the vital technical training 'required for the conditions of modem 
life, combined with essential liberal and related general educadon. 
Under the Higher Education Act of 1969, these institiitions have 
taken their place as significant elements of the Utah System of 
Higher Education. 

Quarter system. Regular s^sion early September to late May, Fr^h- 
men may enter in September. Degree conferred in May and August. 

Open door admission policy. Application fee of $7 required. 

Resident: Full-time tuition and fees $354 per school year. Non» 
resident: Full-time tuition md fees $954 per school year. No cam- 
pus housing available (community housing available) . 
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student Srholnrship deadline is Fchniary 1. Srholar^hip^ and tuition waivers 
FjnancUl available, Nationnl Defense Stiidcnt Loans, Eronomic Opportunity 
^ Granti^, and Wnrk-Sludy Prf)granis require the Pnrent5^' Confiden- 
tial Statement. 



Degree 96 quarter hour^, 2.0 average on 4,0 Rcnlc required. Prescribed 
Rtqulrfments courees: at least 24 liour^ selected from each of the following divi- 
sions: Humanities, Socinl Science, Biological and Physical Scienc^i 
and elcclivcs. Certificates of Cnmpletian available. 

Divisions Business, General and Related Education, Health Occupations, 
TechnD]og)% and Trade and Indumrial. 

Student College has a weekly nesvspaper. Activities include clubSj Associated 
L^^^ Students, Associated Men Students, Msociated Women Students and 
Class Organizations, Intercollegiate and Intramural Sports and 
Physical Education programs. Major sports: baseball, rodeo, and 
basketbalb Automoliilcs are allowed on campus. LDS Institute of 
Religion and other religious facilitie.s convenient to campus, 

UTAH TECHNICAL COLLEGE AT SALT LAKE (1947) 

Salt Lake City 
President: Jay L. Nelson 

Administrative Offices: 4600 South Redwood Road, 
SaltUkc City, Utah 84107 

Established in 1947 by the Utah Legislature as Salt Lake Area Vo- 
cational School. Name changed to Salt Lake Trade Technical In- 
stitute in 1959. The present name originated in 1967. Fully ac- 
credited l)y the Northw^t Association of Secondary and Higher 
Schools. 

Defined Utah Technical College at Salt Lake emphasizes vocationab tech- 
Role nical and paraprofessional sul^jccts. These are combined with 
authorized programs in general education j including the two-year 
Associate of Applied Science degree. With short coui^es, evening 
courses ~ credit and non-credit — the Utah technical college pro^* 
vide significant educational training and employment op^rtunitl^. 
Transfer possibilities, especially to Welder State College with its four- 
year School of Technology, are open to graduates of the Technicd 
Colleges. Through individual advisement, tnuisfa^:possibilitite else- 
where in the System may be arranged, The Technic^ Colleges offer 
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Calindar 



Admiiilon 



Fiei 



Student 
Financial 
Aid 



the vital technical training required for the conditions of modern Ilfes 
combined with essential liberal and general education. Under the 
Higher Education Act of 1969, these institutions have taken their 
place as significant elements of the Utah System of Higher Education. 

Quarter system. Regular s^ionj late Scpteml}er to early June. 
Freshmen may enter most courses any quarter. Summer s^sion is 
held from mid-June to late-August. Degrees conferred in June and 
August. 

Open door policy. $5 application fee required, Applications should 
he received 30 days prior to enrollment. 

Resident: Full-time tuition and fees $360 per school year. Non» 
resident: Full-time tuition and fees $960 per school year. No 
campus housing available. 

Scholai^hips, along with National Direct Student Loan, Educational 
Opportunity Grant and College Work Study Programs are offered. 
Maximum fr^hman aid is $2j000. Deadline for scholaiship appli- 
cations is April 1 , Confidential Statement is required for aJl student 
federal aid. 



Vetararti 
Benefiti 



Diviilons 



Approved by Veterans Administration for veteranSj surviving chil- 
dren and widowSj including work-study program^ 

AutomotivCs MetalSj Busin^j Graphics^ Health OecupationSj Elec- 
tronics, Related Instruction. 



Defined 
Role 



Student 
Life 



Associate of Applied Science: 96 quarter houre, 1.9 average re- 
quired. Prescril)ed courses: Social Science, 6 houo; Physical Sci- 
ence, 6 hours; HumanitieSj 6 houi^; plus composite of al)Ove, 6 
houi^. Certificate of Completion availahle, and Diploma. 

Periodic newspaper. Major student activities and organizations: 

A^ociated Students, class organizations, variety of service and 

special brgajiizations. Intmmural sports only. Automobiles allowed 
on campus* 
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Similar tradeoffs wore made In fhe Illinois formulas by tha Board of 
Higher Education and the institutions to neutralize each other's oparatlanal 
flexibility* The interim formula for additional enrollments used in the 1965-67 
blennlum Incorporate no such tradeoffs but favored the institutions on the whole. 
However^ the negotiated S/F ratios and average salaries used in the Interim 
formula did enable the Board of Higher Education to accommodate all institu- 
tions under a single uniform formula, and worked to the Board's advantage in 
that respect* The use of a prO|ected data baia against which to apply the 

interim formula clearly benefited the Initltutloni, some of which characterise 

26 

tically overestimated enrollments to gain extra resources* The unit cost formula 
for additional enrollments rectified the Imbalance in favor of the Board of Higher 
Education p The use of two year old unit costs as formula rates tended to deflate 
institutional requests; moreoyer, the averaging of unit costs allowed the msti- 
tutions with lower cost programs to "earn" extra revenue/ thus bringing these 
institutions closer to the statewide average and working in favor of the Glenny 
regime's balance-of-power strategy p Furthermore^ any fle^lbllfty that institu^ 
tions were to gain from using projected student credit hour productivity was 
limited by the Board's tolerances on enrollment projections and the payback 
policy on appropriations in excess of what was actually required. The only 
potential flexibility for the Initltutlons when using the faculty salary increases 
formula come from applying the rotes for merit Increases against projected pro- 
ductivity data; again, tolerances on the projections limited the potential slack. 
And although the salary incpeose rates were "negotiated" In the sense that they 
were judgmental/ they were usually based more on what the market would bear 
than what the institutions truly wanted* This slight imbalance of formula co^ 
efficients and data base tradeoffs In favor of the Board of Higher iduca^ 
partially explains why the Institutional strategies employed to gain slock 
re sources^ -enrollment overprojections to the limit of the tolerance, hHden en- 
richment in the "New Programs and Instruction" category of the budget request/ 

203 



9 1 a 



"honest padding/" slack from sources nof included In the formulae-were shaped 
around the formulQ itructurol constraints (e.g., statewide average costs, two 
year old cost study data, 50 ^rcent funding of new program areai). 

No tradeoffs of flexibility were made In either version of the California 
State Colleges' faculty staffing formula. This behavior reflects the Imbalance 
In control of the budgetary process which has always existed between the insti- 
tutions and the Department of Finance , The WTU formula gave the colleges 
considerable freedom to establish unique staffing patterns and hence faculty 
needs. Part of this freedom evolved from the formula procedures which enobled 
the colleges to pr©|ect enrollments on a course-by-course basis. The state-level 
tolerances on enrollment projections were not imposed until the 1960's; before 
then actual enrollments usuariy eKceeded the estimates so that supplemental 
appropriations had to be budgeted. In eisence, the colleges controlled the en- 
vironment in which the formula was applied, and because the Department of 
Finonce felt obligated to ftjnd formula-generated requests, the colleges had a 
substantial influence over the outcomes of the process. 

Control of higher education budgeting In Colifernfa reverted to the De- 
partment of Finance under the SCU/FTEF formula, more because of a shift from 
a eomprehensive'to an Incremental application of the formula than to a change 
In formula coefficients or data base. Now, however, the institutions no longer 
project the pattern of instructional modes but ore confined to making Incremental 
changes in running three-yeor SCU/FTEF averages at the program level. The Dc - 
portment of Finance negotiates only a systemwide SCU/FTEF rati© with the System- 
wide office and is relatively unconstrained by the historical pattern of rotios. 
Thus, Finance budgets primarily on the basis of resource totals and shifts to 
Systemwide the rasponstbllity (and uncertainty) for allocating funds to the insti- 
tutional level , 
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in summary^ hvo observaHons can be mode about the relationship of 
fsrmulQ budgeting itratagles with the ^grae to whieh formula eoefffeients are 
negotiable and the type of data base against which the formula is applied. 
Firsts to iniure a formula-driven budgetary process in which neither the fund- 
ing agency level nor the Institutional level totally dominates^ It Is neceiiory to 
sacrifice some Institutional flexibility and funding agency control. This rough 
balance Is ochieved by applying formula coefficients, or rate schedules (which 
have low negotiability) against a projected data base or by applying rote 
schedules (which have high negotiability) against on historical data base* The 
strategies adopted by the various levels will seek to maxImlEe operational flexi-- 
blllty within the conteKt of the constraints established by the formula stmcture 
l^lanee. Where such a balance is missing— with institutions able to manipulate 
a formula at will, or funding agencies tightly controlling the dimensions of insti- 
tutional requests— there is a good possibility that the formula procedures will 
lose their legitimacy, as California's experience with the WTU formula Illustrates. 
A formula can lose Its legitimacy at the Institutional level when expectations 
created by the formula are not fulfilled In the appropriations— when, as in Texas, 
a formula Is funded at such a low percentoge of the recommended rates (e.g.. 
Organized Research) that factors added next biennium to the appropriated base to 
account for inflation turn out to have little significance. Secondly, an important 
determinant of the kinds of strategies and counterstmtegies practiced in a system 
IS the formula's coverage; that is, what is left out of a formula may be more 
significant than what Is included. Institutions tend to seek slack by hiding re- 
quests for Items which should be governed by a formula In the nonformula areas 
of the operating budget Instead; thus, the larger the nonformula portion of the 
budget, the greater the opportunity for "end runs." Moreover, this ©verfunding 
of some areas of the budget can arise from nonstate sources of funds, such as 
federal research monies and foundation grants. Consequently, funding agencies 
will tend to resort to budget request strategies which pinpoint the duplicate funding 
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Mqnnef of Fermulo ApplicaHon: Incremantgl vs. Comprehensive 

The dUtlnction bttween an incremental and a comprehensive type of 
formula applieation Is not quite the same as that between incremental and 
zero-base budgeting. An incremental formula is one applied against changes 
from the last budgetary cycle's base data; a comprehensive formula Is one 
applied against the entire set of dota^ Including both the base data and changes 
to that base. The use of Incremental or comprehensive formulas says little 
about the quality or extent of review of the activities and programs represented 
by the budget* In contrast, incremental budgeting Implies a cursory review of 
ongoing programs, whereas zero-base budgeting alludes to a thorough reevalua- 
tion of budget base programs from the ground up* Thus^ the meaning of the 
terms "Incremental" and "comprehensive" formulas Is limited. However, on 
Important aspect of formula budgeting to be considered In coniunction with the 
manner of formula application is the nature of budget base review* 

What can be concluded about the relative potential for institutional- 
level slock when comparing the incremental and compreheniive formulas? 
Theoretically, at least, o comprehensive formula framework as in Texas appears 
to provide Institutions with more fiscal flexibility and opportunity for slock than 
does the Incremental mode of application because the budget base is reevaluated 
ond funded according to new formula rates every budgetary cycle, in addition to 
the funding of changei to the base* However, Incremental formula applications 
usually include some odlustments to the base for general factors of inflation, as 
In Illinois' formula precedures and California's SCU/FTEF formula* Real flexi- 
bility evolves from the freedom to alter the environment of formula application, 
as In the cose of California* s WTU formula. Changes in rate structures for the 
Texas formulas represent only marginal alterations in the instructional patterns 
(e.g., S/F ratios), whereas annual changes in the modes of instruction under the 
WTU formula wem more than juit at the margin. Thus, Institutions appear to be 
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GS fiscally consframed by comprahensFve as by Incre mental formula applications^ 
primarily because the rate schedules m both cases are ad|ysted only Incrementally 
over time . 

There is no pattern of approachei to budget base control present In the 
three cases examined* Nonetheless^ the amount of state-^ level Interest in budget 
base control indicates the directions that review strategies (and institutional^ 
level counterstrategies) will take. Until very recently, there had been no re- 
viev/ of budget base programs in California/ Illinois^ and Texas, Since the intr©^ 
ductlon of the SCU/FTEF fbrmula in California, however, the Department of 
Finance has probed the aggregated (lystemwide) base by focusing on topical or 
suspicious areas of the budget. In Illinois, which no longer uses a formula pro-- 
cedure in the Instructional area, the Board of Higher Education has used base 
cuts determined by enrollment criteria and across-the=board productivity re= 
ductions In conjunction with new^and^contlnulng=program review to shake up 
continuing activities and shift responsibility for change t^the campus adminis- 
trations, 

Hiitorlcally, Illinois and Texas have controlled the size of the budget 
base through the formula procedures in use at the time* During the Glenny 
regime, for example, the Illinois Board of Higher Education used the balancing 
tactic of comparing actual Institutional budget bases with a theoretical standard 
to Identify and compensate for any budget base eKcess or deficiency. But the 
Texas Leglslativa Budget Board's review process best Illustrates the fact that for- 
mula budgeting can be very Incremental, even in a system with a comprehensive 
formula. Each formula area is first reviewed separately, and then final adjust- 
ments are made In relation to the other areas. In the initial review, the Legis- 
lative Budget Board staff first determines the percentage of the Coordinating 
Board* s recommended formula which Is sufficient to maintain the current expend^ 
iture level In the formula area. Then the Legislative Budget Board staff proposes 
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If a signlflesnt differene© does not exlifr between the compreheniive and 
what It eoniiders a reasonable Increase for the neKt budgetary eycle, and this 
increment li added to the current expenditure level to sat the percentage of 
formula that the Legislative Budget Board will reeommend. Thus, the Legis- 
lative Budget BQard staff ''backs" the resylti of an incremental decisionmaking 
pracess into the formula structure, 

Texas and lllinoii were also able to centrol the rate of budget base 
growth by tying the funding of new prograrns to their formulas. As discussed 
In Chapter 5, Texas forced institytions to fund new programs through Internal 
reallocation or slack resources by using historical student credit hour productivity 
as the basis for appropriations. Similarly, the Illinois Board of Higher Education 
financed only one-half the projected costs of new programs, expecting the Insti- 
tutions to make up the difference on their own, 

in summary, the one characteristic which these states employing the 
comprehensive and Incremental modes of formula application had In common 
(except for the WTU formula In California) was that they controlled the rate of 
growth of the budget base by controlling the size of the Increment to the base* 
Although this point Is certainly not startling^ having been addressed by Wildavsky 
and others. It does call ottantion to the Incremental nature of formula budget- 
1ng--that Is, the formulas controlled changes In the budget base at the margin. 
Moreover, the use of formulas themselves In no way guarantees the adequacy of 
ongoing activities, for program review Is a completely separate process. Pro- 
gram review will become more prominent, however, as higher education's share 
of state resources declines with shrinking enrollments and budget base-controlling 
strategies become more and more obsolete. The emphasis will shift to the re- 
allocation of resources and, other than methods which track enrollment shlfti, 
there are no magical formulas to make these kinds of decisions easier or more 
palatable. 
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incpemental application of formulas In CQllfernia, Illinois^ and Texas^ ©ne 
might aik the following questions^ Why did California shift from a comprehen-^ 
sive to an incremental formula^ and why did Ttxas succeed in intpeduclng a 
nompreheniive formula framework^ while Illinois failed In its efforts to shift 
from dn in ere men to I to a compreheniive formula? 

In answer to the first question, the California State University and 
Colleges System office (which devised the SCU/FTEF formula) needed a method 
to allocate resources to Individual institutions on the basis of historical patterns 
of student credit hour productivity while continuing to satisfy a Department of 
Finance desire for control of the dollar total appropriated to the institutions. 
The use of the running three=year SCU/FTEF ratio average by discipline enabled 
the institutions to use an historical data pattern to avoid seriously disrupting the 
status quo^ and the application of these to changes in the budget base permitted 
the Deportment of Finance sufficient control over the growth of the base* 

Texas succeeded where Illinois failed by reducing the uncertainty insti- 
tutions faced In making the transition to a comprehensive formula. Firsts the 
Texas Commission on Higher Education (and later the Coordinating Board) grad- 
ually recommended formulas for distinct areas of the operating budget^ but only 
after each formula had been tried on a trial rule--of-^thumb basis. In the course 
of the lost 15 years^ approximately 85 percent of the operating budget has been 
encompassed by formulas , Secondly^ the formulas that were finally recommended 
reflect more the status quo In the pattern of appropriations than In the pattern of 
actual costs and provide fiscal stability; in fact^ the Texas formulas represent the 
formalization of old routines. Clearly^ the Illinois Board of Higher Education 
was hondlcapped In its attempt to switch from an incremental to a comprehensive 
application of the unit'^cost formula in one budgetary cycle. There was tramen" 
dous institutional mertia against change, especially against the diicarding of 
routines. Moreover, the uncertainty of the effects on Institutional budget bases 
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was foQ great for institutions to bear without considerable opposition— politically. 
It was difficult to take dollars from one Institution and transfer them to another. 
The change might have had unanttcipated effects on the formula Incentive struc= 
ture , In particular, the larger, wealthier institutions feared o shift in the dis^ 
tribution of rewards In favor of the emerging universities. Even the technical 
difficulties were immense: unit-^cost accounting as envisioned by the Board of 
Higher Education was still in its infant stages^ and no satisfactory means had 
been suggested to account for the start-up costs of ernerging institutions* Finally, 
there was no compelling fiscal urgency, as in the California case, to drop the 
successful Incremental formula* Without such pressure, which is usually neces*' 
sary to override organizational Inertia generally^ the only way to shift from an 
Incremental to a comprehensive formula Is to make a gradual transition • Shifts 
In the other direetlon--from a comprehensive to an incremental mode of appli= 
cdtion — should be less disruptive becauie uncertainty arising from a poor under-- 
standing of cause and effect relationships will be confined to programs and 
activities at the margin of the budget p 

A lesson to be learned from the historical development of formulas in 
California, Illinois^ and Texas is that a necessary formula change is often ponder- 
ously slow and sometimes particularly unresponsive to a state's condition of 
financial stress* The time lag between the first manifeitotion of pressures from 
formula-"generated totals and the ultimate decision to abandon the formula— 
measurable In units of years in the ease of California and Illinois— Is a reasonably 
accurate measure of organizational or system response time to environmental 
factors and an indirect Indicator of the organizational Inertia or costs of change 
in the system* Trust reldtlonshlps develop over the years In the budgetary process. 
These relationships can become, quite permanent because perceptions are slow to 
alter. Consequently, the erosion of such relatlonshipi can also take considerable^ 
tlme^ lending stability even to a deteriorating situation and working to preclude 
the sudden Introductiompf compeniatory controls. Budgetary formulas eartainly 
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proved their uiefulneis In the three cases, but they also outlived their effective- 
ness in their original forms. Organizational learning can be quite ilow, there«= 
fore^ In budgetary matters, espacially when it involves changing funding 
decision rules. The coniequence of delayed formula alteratloni has been a 
greater degree of uncertainty at all levels as outmoded decision guidelines 
prove Insufficiently flexible and become Increasingly unworkable In new sltua*^ 
tlons. 

Why are organizations apparently so slow to learn and adapt, at least in 
the long run? Specifically^ why were formulas abandoned with such suddenness 
(in California and llllnoli)'— -that is, why were the stote^ coordinating agency / 
and institutional levels unprepared for this eventuality? The disruptiveness of 
the formula abandonment seems indicative of learning failures. One reason is 
that learning Implies change^ which Is a fundamental ingredient of uncertainty! 
Just as members of organizations seek stability In everyday life, so do organiza- 
tions (as aggregations of individual members) endeavor to develop and maintain 
stable interorganizational relationships. The ihort=run adaptation of formula 
decision rules observed in the three cases^-for example, the adoption of new 
parameters, the modification of formula rates^ and the expansion of the formulas 
to cover new areas of the budget'-^ls evidence of this striving for stability. 
Actors In the budgetary process^-^indlvlduals and organizatlons-^focus on changes 
which are easy to make because they are less disruptive. This Inclination led 
budgeters at all levels In the higher education budgetary system to overlook the 
cumulative effect of the short-^term adjustments. Just as the needs of the members 

sometimes displace the goals of an organization, so too can the needs of organiza- 

. . 27 

tions displace the objectivas of interorganizational associations. In the case of 
budgetary formulas^ the convenience of on agreed-upon funding rule for all 
actors supplanted concern for the states* fiscal viability (ue./ institutions tried 
to maximize formula-generated appropriations) and the Institutions- operating 
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flexibility (i.e., the itatas imposed fiscol monitoring and control procedures to 
counter growth itrotegiei). 

Uarnlng comes, in large part, from hindsight; indlviduali and organi- 
zations learn from experience what policies succeed or fall in particular situa- 
tions. As Cyert and March notei 

. , . when on organization discovers a solution to a problem 
by searching In a particular way, it will be more likely to 
search in that way In future problems of the same type| when 
an organization falls to find a solution by searching In a 
particular way, It will be less likely to seerch in that way 
In future problems of the same type. Thus, the order in 
which various alternative solutions to a problem ore con= 
sidered will change as the organization experiences success 
or failure with alternatives. 

But circumstances do not repeat themselves often enough In real life for organi- 
zational actors to always put their learning Into practice. Circumstances which 
on the^.surface appear repetitive usually Involve a different set of constraints 
which require projecting beyond ex^rience In order to fit the new conditions. 
Moreover, it Is difficult to optimize learning. Experience teaches what actions 
succeed or fall, but usually not why or "by how much." Individuals and organi- 
zations seldom ^eorn how different organizational processes can handle the same 
set of problems. In other words. If a strategy works, the tendency is to repeat 
It until it falls. 

Budgetary formulas work to delimit the range of possible experiences, 
and hence learning. Formulas become codes and frameworks for communicating 
information about policy alternatives and as such serve as Information filters. 
While this filtering action protects members of organizations from information 
overload. It also reduces the volume of potentially important signals from the 
environment. Formulas are abstracted models of the complex of organizational 
relationships, and as such they con provide a distorted Image of organizational 
raolity, m discuifed in the following chapter* 
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Chapter 6 



For an excellent argument for the need to examine an ImportQnt 
datermfnont of budgetary QUtcames-^-eontroveriies over poliey and prlerities at 
the program level— see Peter Natchez and Irvln C, Bupp, "Policy and 
Priority In the Budgetary Process^" The American Polltl eal Selenee Review ^ 
67, No, 3 (September 1973), pp, 951-963. ^ ~ 

2 

The role system framework outlined here ii a simplification of the 
conceptual work of Neal Grosi, Ward Mason, and Alexander W, McEochern, 
Explorations In Role Analyilsi Studies of the School Superlntendency Role (New 
Yorkf John Wiley & Sons, Inc., 1957) and Todd R> LaPorte, Orgonlzatlonal 
Response to Complexityi Resegrch and Development as Organized Inquiry and 
Action— PaTt 1. Working Paper No, 141 (Berkeley! Center for Planning and 
Development Research, University of California, Berkeley, 1971), chs* II and 
III. • 

^ "fhompson, J*D. Organizations In Action, New York: McGraw-Hill, 
1967, pp, 19-21. ^ ~ 

^ La Porte f Organlzotlonol Response to Complexity, p- 100* The 
analogous situation in a builneis firm Is descrrbed by Louis R. Pondy and Jacob 
G. BIrnberg, **An Experimental Study of the Allocation of Financial Resourcei 
Within Small, Hierarchical Task Groups," Administrative Science Quarterly , 
14, No. 2 (June 1969), p* 193, 

^ The notion that authority derives from consent is suggested by Chester 
I, Barnard, The Functions of the Executive (Cambrldgei Harvard University 
Press, 1938), pp, 163-165/ 

^ Anton, T,J, "Roles and Symbols In the Determination of State Ex- 
penditures," Midwest Journal of Political Science , 11, No, 1 (February 1967), 
p, 39. The symbolic eKplanatlon is derived from Murray Edelman, The Symbolic 
Uses of Politics (Urbana^ University of Illinois Press, 1964). Aaron Wildavsky 
IS suspicious of such explanations, warning that "one manU symbols ore another 
man's substance'' (Private communication with the author). See also Gerald E, 




Sullivan^ "Ineremental Budget-Making In fhe American States^ A Test of the 
Anton Model," The jQurnal of Politics, 34, No. 2 (May 1972), pp. 639-647. 



At leoit one system^ level office in Illinois has a reputation for being 
extremely conservative in its review of institutional requests* Institutional ad- 
ministrators in the system argue that they cannot compete fairly against institu- 
tions in other systems which are more lenient toward the padding of requests. 

8 

Anton, "Roles and Symbols In the Determination of State EKpenditures, " 

p, 39. 

9 

This classification of behavior was adapted from Robert N* Anthony, 
Planning and Control Systemsi A Fromework for Analysis (Bostont Division of 
Research, Graduate School of Business Adminiitratlon, Harvard University, 
)965), and Allen Schick, "The Road to PPBi The Stages of Budget Reform," 
Public Administration Review^ 26, Ho. 4 (December 1966), pp. 243-258* 

Most coordinating agency staff would probably admit to playing Q 
neutral role in the process^ so that It is necessary to register opinions at all 
levels in order to make an accurate appraisal of the iityatlon* 

" " LaPorte, Organizational Response to Complexity , pp. 95-96, 
12 

See William H* Starbuck, "Organizational Growth and Development/" 
in James March, editor. Handbook of Organizations (Chicago: Rand McNally 
& Company, 1965), pp* 451-533, for an elaboration of this statement 

13 

The history of coordinating agencies in Texas illustrates the precarious 
situation of agencies adopting "neutral" role behavior. The Texas Commission's 
effort to curb the growth of the former teachers colleges in the direction of grad^ 
uate universities was opposed by legislators from the colleges' districts. At the 
same time, however^ the Commission was asked by the legislature to cut Instltu^ 
tional budgets. The Commission experienced considerable role strain and was 
replaced by the Coordinating Board in 1965— the Board had an expanded |urls- 
diction, to include the |unlor colleges, and had Its program approval powers 
spelled out more clearly than did the Commission, Moreover^ the Board gained 
the power of course approvoL But when ["he Board attempted to stem the crea- 
tion o^ more new Institutions, especially gradu^ta institutions, it was out- 
mQiiiuvered by the University of Texas* Board ef Regents* Although early in Its 
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axistence fhe Board fhreafened to exareise its powen of course control, it did not 
do 10 begouse; as one observer suggested^ "It would have been like grabbing a 
dlnosairr by the tgiL" 

Initltutioni in Texas do not alwoys regard Jne Coordinating Board as 
an advocate. When the CoDrdlnatlng Board has reduced formula study committee- 
proposed rates to more "saleable" levels, Institutional observers have complained 
that the Board Is "playing the role of economist rather than advocate," 

(The greateit contribution to the "richness" of a formula procedure is 
usually made by the eKpanded and new program area. Although this area may 
not be controlled by a formula, its close relationship to the other areas of a 
formulo^generated budget can give the formula a liberal image.) 

For a brief comment on the relationship between the governor and 
the executive director of the Board of Higher Education/ see Paul Eugene 
LIngenfelter, "The Politics of Higher Education Appropriations in Three Mid- 
v^estern States" (unpublished PhD dissertation^ The University of Michigan, 
Ann Arbor, Michigan, 1974), pp, 108-110, * 

Anton, T*J. The Politics of State Expenditure in Illinois . Urbana^ 
University of Illinois Press, 1966, p7 42, 

Ibid,, p. 93, 

1 A 

Governor Daniel Walker, the incumbent, establlihed a Higher Educa= 
tlon unit within the Bureau of the Budget, In February 1974, this unit had three 
staff members, as compared to a total of four budget examiners for the entire 
Department of Finance In 1963* However, the Bureau relies heavily upon the 
Board of Higher Education as an analytical resource. 

In reviewing the Board of Higher Education budget recommendations 
for FY 1974-75, the Bureau of the Budget spent considerable time analyzing the 
cost per student across all campuses, and sought to use this Information to reduce 
the differentials betv/een Institutions. The Bureau was trying to get more 
money moved between institutions (some of which experienced declining en- 
rollments and others of which experienced increasing enrQ!lments) and between 
systems of institutions, 

O 
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Thompson^ Organiiationi in Action, p. 81. 

21 

Occailonolly a Board of Higher EdueaHon staff member brfsfed legis^ 
laton on the formula teehniquei, but these orientation seiilon^ did more to con^ 
fuie the loglilarori with teehnfeol details than they did to promote interlevel 
communjeatlon and underitandlngp 

22 

Rain/ M. "Social Plenningi The Search for Legitimacy^" Journal of 
American Institute of Planners , 35, No, 4 (July 1969). pp. 236-238. 

24 

A Texan observed that "formula requests are biased because they 
come out of a calculator. But the Rjnding agency at the other end has the 
same calculator and can reduce the amount*" 

25 - 

During periods of declining enrollments, however, the use of histori- 
cal enrollment and student credit hour productivity data would work In favor of 
the Institutions, 

26 

The policy of lOpsing funds in excess of those earned for actual enrol N 
ments was not suggested by the Illinois Board of Higher Education until after the 
1965-67 budget requests had been submitted, 

27 

For a further discussion of this point, see Aaron Wildavsky, "The 
Self-Fvaluating Organization," Public Administration Review , 32, No, 5 
(September/October 1972), pp. 509-520, 

28 

" Cyert, R,M, and March, J.G, A Behavioral Theory of the Firm , 
Englewood Cliffs, New Jersey: Prentlce-Hall, 1963* p, 124, ~ 
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Implications for Formula Budgeting Reform 



One can generalize from the psttams of behavior observed in the com'- 
parative onalysli ©f the three eaiai to make an evaluation of the effioooy of 
budgetary formulas and some predictions about ftjture trends In formula budget- 
ing.; One approach Is to focus first on the principal analytical variables, for- 
mula structure and administrative roles^ dlscusiing the implications of the prior 
analysis with respect to them and then focus on the merits of formula budgeting 
In general . The asseisment of formuia budgeting con be conducted through the 
consideration of hvo questions which have strong policy overtones. First, as 
formula budgeting behavior varies with changing conditions^ are the four func- 
tions of budgetary formulas— complexity reduction, accommodation, the setting 
of limits on the size of the increment of total budget, and the determination of 
"fair shares"— still performed? And secondly, how Is budgeting with formulas 
dysfunctional? Aniwering the latter question involves isolating one aspect of 
budgetary formulas which underlies much of the misuse and misinterpretation of 
— the role of formulas as models of organizational behavior* 
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FORMULA STRUCTURE AND ADMINISTRATIVE ROLES 

Formulq Structure 

The formula concopt appears headed In two possible directions. On 
the one hand, a formula may remain a budget-generating dsvlce, whereby 
through some relatively mechanical relationship, system parameters will govern 
the magnitude of resources to be appropriated to Institutions— one might refer 
to this characterization as the traditional formula. On the other hand, a for- 
mula may lose iti implied rigidity and become on Indicator, or guideline. 
Unlike a formula, an Indicator is not a self-justifying means of budget prep- 
aration; other factors in addition to these indicators must be used to construct 
and weigh budget requests. Furthemiore, while an indicator Is a system param- 
eter . (e.g., S/F ratio, unit cost), it does not necessarily have to be mechani- 
cal ly related to the resources appropriated. 

The decision as to whether a formula remains a mechanical request- 
gsnerating Instrument or becomes an Indicator (or set of indicators) rests ulti- 
mately with state-level officials. As the revenue picture becomes a larger 
constraint in state budgeting, most states would rather require that the institu- 
tions generate budget requests within a framework and dollar total set by the 
itate than struggle to match excessive Institutional requests with less-than- 
sufficient revenues. In other words, tighter revenue situations will encourage 
state-level actors to seek control of the budgetary process to reduce their un- 
certainty while at the some time shifting uncertainty to other actors. Trans- 
lated into terms of formula structure, this suggests that If a formula continues to 
be a means for generating and iustifylng budget requests, either the formula 
rate schedules will have to be highly negotiable, or the type of data base 
against which the formula is applied will tend to be more prolected than his- 
torical . There must be a rough balance of flexibility Inherent In the formula 
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structure so that eaeh level ean eepe with the uncertainty that It faces. The 
state level will want as much flexibility as paisible In setting the dollar target 
for higher education, unconstrained by both formula rate schedules or data 
bases— that Is^ the state does not want to be obligated to fund what a relatively 
rigid formula might generate, for otherwise the request might eKceed the avail* 
able resources. 

If, on the other hand, the formula is converted into an indicator, the 
net result is a more judgmental and flexible decisionmaking process than ob^ 
tains with a more mechanical formula « Also, since most current formulas are 
growth oriented (?*e*, enrollment^rlven). Indicators allow the budgetar the 
opportunity to justify current budget levels on other grounds, such as quality^ 
The state is free to establish its funding targets without being constrained by a 
formula to allocate more than the revenue projeetions call for, and the indicator 
does become a useful benchmark for comparisons during the budget request re** 
view stage of the process. The use of such Indicators at the state level probably 
will be duplicated at lower levels^^the system, institutior^l and department 
levels-^-for the same reasons that apply to the state level. No actor wants to 
be constrained on one side by limited resources and obligated on the other side 
to fund a lower level's budget requests For instance, California's Department 
of Finance has tended to ploy down the significance of the SCU/FTEF ratios, 
using them more as guidelines than as a tight formula framework # If this 
penchant continues, one can expect that the system and Institutional levels, . 
once firmly committed to the SCU/FTEF methodology as formula, will follow 
suit* ^ 

Prognditjcotlons about the manner of formula appllcation^—that Is, a 
com pre he n'it<*^ versus incremental formula^^re difficult to make in the absence 
of knowledge of the technical details concerning the particular base variables 
and coefficient data base. Budget review is made easier with an incremental 

235 

219 



fermuia: In the Inerementgl mode^ increaiei or decreases are [uitifled on rfie 
basis of eomparisons with a eurranf baie^ whereas the comprehensive approaeh 
tends f© juitify the entire bgse plus increment (or deerement) every budgetory 
cycle^ with n© attempt to distinguiih between the base and Increment or to 
ralate the Increment to the base. Of coui^e, neither type of formula applica- 
tion comprises the total instructional budget^ because there are elementi--new 
programs and special Items, for example— which require 0 separate nonformula 
justification. 

The most crucial factor In deterTnlning the relative advantage to an 
Institution of an Incremental vis-^-vis a eomprehenslve formula is whether the 
instructional environment (e,g,, class simes, modes of Instruction) li controlled 
In the comprehensive mode more by the Institutional or lyitem level— the levels 
which apply the formula In constructing a budget request— or by the formula 
itself* In the latter ease the initructional environment cannot be as easily 
manipulated by the Institutional and system levels. If the syitemwlde office or 
the institutions can readily manipulate the Instructional environment In the 
comprehensive approach, as the California State Collages could In applying 
the WTU formula^ the comprehensive formula provides far more potential for 
slack than does the Incremental approach— because the budget base Is not 
stabilized, or fixed. If the comprehensive formula does not offer this flexibility 
to maneuver, one cannot assert In the abstract that one mode provides the 
potential for more slack than another. 

Formula budgeting behavior depends as much on the state-level and 
coordinating agency-level roles over the long run as it does on formula structure 
Although the Interplay between the roles of the two levels Is difficult to predict 
In the absence of a specific policy environment, several observations can be 
made about the trends In roles at each level . 
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The controller role seems parHcularly attuned to a growth era In higher 
education during which resources are readily available and higher eduoatlon is 
a high spending priority, so that the state level is not overly concerned with 
overall expenditure totals or patterns, A condition of surplus resources com-^ 
bined with a high social priority offers less incentive for constraining the ex^ 
penditure total than does a tight fiical condition during which the function In 
question has a lower priority. When resources are not scarce, relatively speak- 
fng, there is more attention paid to details than to totals^^the budget becomes 
a framework for the control of expenditures. Moreover, rapid growth frequently 
results In uncontrollabl^otals— to reduce their uncertainty, actors seek to con- 
trol the particulars. The controller's underlying premise is that the total, or 
sum of the parts, will be restrained by controlling the parts. One would guess 
from the historical eaie data that the controller mode will be more obsolete— or 
if not obsolete, at least extremely inefficient and unnecessary — when resources 
are scarce and higher education has a lower spending priority and that the 
managerial mode will be more common* Why does this prediction seem reason- 
able? When resources are insufficient to meet demands, it becomes easier to 
control expenditure totals because there just is not the money to spend. There 
is considerable work involved in reconciling both totals and details^ Also, fund 
ing agencies cannot afford the luxury of spending time working out the details 
of programs that will not material lie. More Importantly, the reward for fund- 
ing agencies is geared more toward managing the totals. Finally, a controller 
would in a sense be unnecessarily incurring some of the political colts, and 
hence uncertainty, by making decisions about the lower level's activities— 
especially when these decisions could be made at the lower levels anyway. 

The institutional and itate-level advocate roles both seem to be likely 
counterparts at the coordinating agency level to the dominant managerial role 
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01' the state leval. The underlying pramiia ©f the institutional advoeate role^ 
as exemplified by the Illinois Board of Higher Eduedtlon under Cameron West's, 
directorship^ is that the institutioni of higher edyeatlan need to have their true 
defieieneies forcefully publicized in times of budgetary retrenchment* In that 
regard/ state-^ level agenefei must be sensitized to the fact that Institutions can- 
not be cut back at \im same rate that enrollments level or decline without en-^ 
dangering key dreds of the Institutional budget. This sensitization is especially 
crucial in light of theMncreased state-level attention to and manipulation of 
^*e interrelaHonships among major program areas In the higher education budget. 
The alternative to the Institutional advocate role/ on the other hand. Is 
the itate^level advocate role. As state-level agenclei become more Involved 
In progrdmmatic decision making/ they will need an agency to monitor the InstH 
tutions to Insure that state* level policies ore enforced* Difficult choices have 
to be mode with respect to the establishment of statewide priorities for program 
review and resource reallocation. Because It Is not easy to generate Institutional 
support for such tough decisions, the most likely power base for the coordinating 
agency Is the source of the resources to be allocated^^the state-level Ending 
agencies. 

As the resource situation becomes tighter^ the initiative for actlon^^and 
hence the locus of control-^-tends to shift from the coordinating agency levei to 
the institutional level. During periods of growth coordinating agencies have 
clout through the allocation of money for new programs* Under tight resource 
conditions the funds for new programs tend to come from Internal reallocation/ 
making the Institutional level less dependent on the coordinating agency level 
in some respects and consequently less cooperative* (Internally, institutional 
administrators use the coordinating agency as a foil when justifying deeisions to 
the faculty*) Unless c^rdlnating agencies in general can Improve their power 
base through program review and long-range planning/ the only viable cqordh 
noting agency of the Immediate future will be the consolidated governing board. 
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Such G board can play th© Institutional ddyocaey r©le as far as possible; ©nee 
the resources are apprapriated, however/ the board has the power to affect 
the neceiiory cutbacks and real locations « 

If the forecast ©f the trend toward less rigid types of formulas-=formulai 
with negotiated rate schedulas or prajeeted data baseS/ or even indicators---^nd 
managerial roles is reasonably accurate, what can be said about the functfons 
traditionally performed by budgetary formulas? Will they still be performed 
and how? Finally, to complement the discussion on the positive aspects of 
formulas, the question Is raised- What are the dysftjnetions of formula budget- 
ing? 

THE FUNCTIONS AND DYSFUNCTIONS OF FORMULA BUDGETING 
Functions 

The degree to which the traditional functioni attributed to formula 
. budgetlng^^complaxify reduction, accommodation, establishment of limits on 
the sf^e of the Increment or total budget, and determination of fair shares*^ar# 
performed In the future dapands largely on Hi a rata of growrii of institutional 
budgets. The crucial question becomes, l^ow large is tjia Increment? It Is grant 
that all budgatlng Is '^incremental" m the macro sansa — yet when is an Incra- 
ment no longer an Increment, but a significant mcraase? (The same questions 
apply to dacraments*) It can ba arguad that In tha recent past, during higher 
education's Golden Era, budget " increments" reprasented significant Increases 
(even on a per^FTE^itudant basis in some casas) and that budgetars dapendad on 
budgetary formulas to perform tha above-mentioned functions* Budgetary for- 
mulas put significant Increases into a framework that treated the Increases as 
If thay were minor changes In the budget base, to be handled In traditional 
Incremental fashion* As enrollments laval, however, and tha budget increments 
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become considerably smaller^ the functions once performed by formulas will be 
performed instead by traditional incremental budgeting=»marginQl adjustments 
in the itatui quo. If enrollments decline rapidly^ or if states have campuses 
with significant differences In the rate of decline, budgetary formulas— different 
from those used In the budget growth era — will be called into service. 

Assume that most states will experience leveling or gently declining en- 
rollments In the near future* If budgets remain roughly proportional to enroll- 
ments/ as they have been in the past^ the budget increments or decrementi will 
be small, indeed. Furthermore^ incrennenfs to the previous cycle's budget will 
consist largely of non- Formula Items— nev/ or expanded programs and special 
items', it Is reasonable to assume that In states or institutions facing gradually 
declming enrollments, requests for such nonformula items will be granted only 
under the condition that the Institution provides its own funding through re-- 
allocation of resources In the budget base. Thus, under the conditions of a very 
slowly changing budget^ accommodation and the determination of fair shares 
are accomplished through very small adjustments in each operating unit's budget 
base. The participant's confidence in budgetary formulas, which during periods 
of rapid budget growth rested partially on a symbolic Interpretation of equity-^- 
as evidenced by "objective" data, a common frarrtework for allocations and open 
procedures— will be replaced by a confidence in equally stabilized budgets* 

Moreover, lost year's budget will more closely represent the size of this 
year's budget In times of scarce resources than during a growth era* A budgetary 
formula reduces conflict in part because it assumes the role of surrogate "cutter." 
Without question, few institutions would ever ask for less than what the formula 
generated. Thus, the formula sets a budget floor and a ceiling in much the same 
fashion as the 125 percent target employed In the Japanese national budgetary 
modeL The budget ceiling is set In a very impersonal manner; consequently^ 
the formula reduces considerably the need for an active cutter agency. With the 
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Imu oggresiive euttar role there t^nds to be more harmony? between the ra- 
quaiters end the funders* However^ the pattern of eKpeetgtloni aitabllihed 
by formulgi— #xpaetgtioni coneerning the ceilings on budget requests— will 
be govarned greatly by tha budget bgia during a pariod of itatic or slightly 
declining budgets, Undef those eonditionS; formulas or indicators wilLcQntinue 
to be important olds to ealculation/ or complexity-reducing devicas^ useful in 
establishing hiitorieal patterns of system paramatera, yet they will not be as : 
Important as the status quo In determining the size of budget requests . 

If enrollments decline rapidly on a statewide basis, or even differentially 
among Institutions, it seems likely that budgetary formulas would become popular 
as instruments for budget generation and justifioation, for the some reaions that 
hold for their use In times of rapid budget growth. Budgetary formulas used on 
the downward slde^ however, will have to be grounded on different data bosei 
than formulas used on the upward side. Growth formulas hove tended to be 
based on system averages, such as costs, which favor instltutfons because the cost 
of servicing additional students tends to be marglnah If average costs were used 
as the basts for budget reductions, when cost decreases ore actually only marginal, 
on Institution would suffer on unrea^nable debilitation of its "critical moss*" 
This relaxation could lead to a reduction of program effectiveness by forcing the 
el imt notion of cfuclal program components* With the tendency toward the 
managerial role at the state level, one would expect the manager'i concern for 
program performance, unit costs, and budget totals to be manifest In the develop- 
ment of new formulas based on marginal cost differences* 

' The utility of "formula" decision rules, at least with regard to the per- 
formance of certain functions, appears to be cyclic. As a state's system of 
higher education (or parts thereof) encounters significant increases or decllnei 
in enrollment with concomitant budgetary fluctuations, there will be a greater 
dependency on budgetary formulas for the acquisition and allocation of resourceSi 
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Inerementi or decremants which represent ilgnificant changes in the budget' 
base carry with them uncertainty as to how the difference should be distributed . 
Budgetary formulas fill the breach as uncertalnty=redueing expedients. During 
more stable, or steady-state times^ the functieni attributed to formula budget-^ 
ing will be performed more by incremental budgeting as described by Barber, 

Fenno, and Wildavsky, including the use of Indicators, than by more mechanical 

3 , . . * 

budgetary formulas* It is eKtremely difficult to develop a consistent decision 

rule which treats some instituHons which have Increasing enrol Imenti and others 

suffering leveling and declining enrollments In an equitable manner. 

Dysfunctions 

Thus far the discussion has focused on the four primary functions par- 
formed by budgetary formulas , Given the fact that formula budgeting will exist 
In higher education, In one form or another, for some time to come, and guided 
by the principle of symmetry, one might ask what dyifunctions stem from the 
application of budgetary formulas. The breakdowns originate from the misunder- 
standing and misuse of budgetary formulas as much as from any inherent defects 
in the technical aspects themselves. Although there are undoubtedly several 
dysfunctions, this next section will concentrate on the potential weaknesses in 
using formulas as models of organizational behavior. 

A budgetary formula provides □ twisted image of organizational reality. 
Why Is this so? In essence, a formula Is a theory of behavior. As such It com- 
pacts a great deal of knowledge by reducing the amount of Information to be 
handled. And as is the case with most theories In the social sciences, the loss 
of Information leads to considerable distortion. The categories adopted for the 
allocation of faculty workload, for example^ are In a sense artificial . It is 
difficult to categorize in a concise fashion all the activities engaged In by 
faculty members. Thus;:thosa activities which are Included In the formula must 
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oho cover those which ore noK A formula is therefore little more than an 
agreed-upon sat of conventloni for the estegorlEOtlon of sctiyitiei which re^ 
quire resources* The ogreement may be between requeiting ogenclei or between 
both requesting agencies and funding ogenciei; the intended use of the formulo/ 
as preiented here/ is as a means to acquire resources (from the Institutional per-^ 
spective) and ollocote resources (from the stote perspective). 

Some excellent insfghti Into the limitations of the formula as a model 
con be obtained by eKamining the distinction between costing ond pricing.^ 
As previously mentioned ^ most budgetary formulas ore inten^d primgrlly oi re-^ 
source acquisition devlceSp As such they could be viewed os pricing mech-^ 
onisms '^-formulas generate budget requests which ore really prices the state Is 
charged to support the educotlondl lervlces. Formula-generated requests ore 
frequently negotloted when they ore reviewed at the state- level, and the 
negotiated omount is more accurately a price the stote is willlng^to pay for the 
educational services than o true representation of the actuol costs involved In 
the educational enterprise. The use of actual cost doto appears to be more 
closely ossocloted with the allocation of opproprioted funds to the operating unit 
level. Port of the confusion over the distinction be^een costing and pricing 
stems from o natural dilemma which In o sense Is the linkage between the two 
concepts* 

A number of state syitems are tending to move toward increasingly refined 
coit^accountfng systems In order to establish more realistic pictures of the true 
cost patterns within the educational systems, Theoe costing techniques contri^ 
bute doto that ore being used as the basis of budgetary formulas. Actual costs 
ore used, natural ly, to give the requestors some Ideo of how much to request 
from the state. In this sense, cost data ore used as on old to calculation in the 
budget request phase of the budgetary process. Secondly, and equally Important, 
the cost doto Included in the budgetary formulas provide d bullt^^ln |UStiflcation 
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(In the minds of revkwlng Qgeneles) for the requested amount. In other words^ 
beeousa the formula-generated requeit li closely based upon actual cost experi- 
ence^ the request Is more believable at higher levels. The dilemma which 
arises In distinguishmg betv/aan costing and pricing is evident in the use of the 
cost data to establish a price. 

The problem Is that prices are based upon an aggregation of costs; ag- 
gregation tends to preclude the detaiU^ lo that the direct link to costs Is ob- 
scured* That Is, prices are based upon costs, but because costs are complex 
and uncertain, the ludgment that prevails Is difficult to distinguish from error 
attributable to honest uncertainty. For eKample, the more abstract "opportunity 
costs" and "costs to maintain a certain level of prestige" among a state's or 
system's set (i.e., group of systems or states with which the focal state or systam 
compares itsalf) are not eKpllcltly displayed. Yet, these more qualitative factors 
do manage to be considered In the determination of prices— legislators are In- 
terested in how their state compares with others with respect to per capita ex- 
penditures for higher education; campus and system-level administrators justify 
their faculty salary levels by pointing to salaries at Institutions of "comparable 
quality;" and sometimes qualitative factors are Incorporated into the formula 
Itself, with periodic updating of the data elementi to bring the prices more in 
line with those charged in comparable systems. In summary, costs are ill-defined 
because what may be vle^^d as slack or on unnecessary expense may represent 
only a qualitative difference. Is one more faculty member, for example, o 
"legitimate" cost or merely price-padding? Most states arrive at some notion of 
price after a process involving the aggregation of "cost" data and negotiations 
over this data. Thus, a formula which establishes a final price based on aggre- 
gated coit data may still have unsteady underpinnings; the Issue concerns when 
is cost a necissity and when is It padding. 

This discussion of the difference between costing and pricing illustretes 
the problem of treating the formula as a costing device— and one that mirrors 
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organisational reality^ et that. The question often arises In the mlndi of state 
legislators: Why era the institutions net spending their apprpprlatid resoureei 
as ©rIginQlly prepesed In the budget requeits? The prablem Is the matching ©f 
expenditures with the original request (I.e*, the catagarlEatlon or proposed 
pattern of eKpenditures as embodied In the formula). What the eampui and 
system levels require Is an informatlon/aeeountlng syitem whieh will monitor 
the aetual expenditure pattern and "back" these categories Into the categories 
used In the formula to reflect the budget request. Such a crosiover Is essential 
if the campus and system levels ever hope to satisfy legislative and budget 
offlee doubters about the diseontinulty between propo^d (l.e«, formula) and 
actual expenditures. But this practice would undoubtedly limit Institutional 
flexibility and slaek because It provides a basis for more state- level program- 
matic or functional controL Moreover, formulas become too complex If they 
incorporate too great a level of cost differences. The eoefflcients would have 
to be different for each course, at each level In each Initltution; to capture all 
of the unique cost factors # Although a formula may be based on actual cost 
data and may even be used to a I locate opproprloted resources, it nonethelesi 
represents certain agreed-upon con\^ntlons for the attribution of Indirect costs 
to some of the categories Included in the formula. 

The trend toward more flexible decision rules such as indicators or per- 
formance measures must be accompanied by a greater understanding of the dif- 
ference between an accounting system and a syitem which measures performance 
-or uses performance as the basis for the allocation of resources. Basically, the 
two concepts are not comparable. Accounting systems register the results of 
activity for a discrete period, forming an historical record, whereas performanc 
measurements are samplings of the process "pulse" at any one point In time*, Th 
Issue IS one of the currency of information used upon which to base resource 
allocation decisions^ 
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'A final warning muif' be made coneammg a p©t#nHal misuse of budg^ 
etgry formulai. To© many adminlstratprs at aj| leva Is fall prey to the expedi- 
ency of using a formula as an avenut to attaok anather actor's (real or pereeiv^d) 
slack. A formula seems to be tailor-made for Judgments as to what is "fat" or 
what Is "musele^" yst suoh formula-assUtad decisions eon be frought with nega- 
tive consequences unless the slack-cutter reQilzes the limitations of the formula 
as on image of reality* Slack as It exists In the organizatlan may not necessarily 
be what it appears in the formula, Thus^ the cutter .may be disappointed that the 
actions taken to reduce slack may not have the Intended results. As noted earlier 
the formula represents an aggregation of caits, many of which carry the consider- 
able burden of qualitative judgments* The formula Is a j^or means to resolve 
differences in values^ especially when the^ differences are obscured in the 
aggregation process. On the other hand, the actor whose perceived slack Is 
being cut must have some flexibility to allocate the reduction where most appro- 
priate—the formula ii a distorted lens for one level to view another, and admin- 
istrators at the operational level should have some latitude In making corrective 
ad|ustments. 

I have sought to translate some of the traditional concerns of the public 
policymaker— autonomy versus subordinatian/ conflict versus cooperation, flexi- 
bility versus control — ^Into the language of administrative roles, decision rule 
structure, and political and economic climate, using budgetary formulas as a 
leni to examine a broad range of organizational ond budgetary behavior. The 
omnipresent force behind this behavior is the' need to reduce uncertainty, 
especially uncertainty caused by rapid changes in the mymrydQy routines of organi 
zatlonal life* Actors In the budgetary process, I have shown, resist sudden 
dianges In environments which have been negotiated through the expenditure of 
g great deal of time and effort. As Kaufman noteit "Why gamble an established 

imperfect order for possible disorder? The logic of collective life thus has a 

5 

conservative thruit; it lends authority to the system as it stands." One of the 
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many organizaHonal dilemmas that formula budgeting points up is the tension 
betv/esn the need for stability and the natural tendency toward rigidity * As the 
environment of higher education changes, budgetary formulai and administrative 
roles will have to change to avoid becoming rigid, becauie the natural consequence 
of rigid Foutfnei in a changing environment is greater uneertalnty. Yet the wordi 
of the Declaration of Independence offer no small comfort: 

All experience hath shown that mankind are more disposed 
to suffer^ while evils are sufferable, than to right themselves 
by abolishing the forms to which they are accustomed^ 

FOOTNOTES 
Chapter 7 



On the other hand, the pressure on lower levels to pass difficult 
decisions upward may be even harder to resist* 

2 

See John Crelghton Campbell, "Japanese Balanced Budgeting," 
paper prepared for the Research Conference on Japanese Organization and 
Decision-^Maklng, Sheraton-Maul Hotel, Hawaii, January 5-^10, 1973, for 
a discussion of the 125 percent budget celling. 

3 

See the chapter "Budgetingi Who Gets What and Why,"Mn James 
D* Barber, Power in Committees^ An E>cperiment in the Governmental Process 
(Chicago: Rand McNaily, 1966); Richard F> Fenno, Jr., The Power of the 
Purse: Appropriations Politics In Congress (Boston: Little , Brown and Company, - - 
1966); Aaron Wlldavsky, The Politics of the Budgetary Process (Bostoni Little, 
Brown and Company, 1964). 

^ Many pointi In this section evolved from discussions with Ralph Purves 
and Frank Sehmidtlein of the Center for Research and Development in Higher 
Education, University of California, Berkeley. 

5 

Kaufman, H, The Limits of Organizational Change, University, 
Alabama: University of Alabama Press, 1971. p. 10. 
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AppendiK Ai 

The Technical Evolution of Instructional 
Formulas in California! Some Highlights 



THE CHANDLER FORMULA 

ChandjerU unrafinad fermula for the number of faculty to ba budgetad 
at each eollega wasi 

. C + V ^ A 

Number of Faculty — — 

whare C was ths couria offerfngs (the total value in unrts of the approved 
eoursei); V, the total value In units of the additional lectlons ^eyond the first 
section); A, the Instructional administrative work; and W, the average amount 
of work one faculty member performed (In units) . 



THE WEIGKTED TEACHING UNIT (WTU) FACULTY STAFFING FORMULA 

The approved formula is presented In Table A-1 . Applleation of the for- 
mula, though time-consuming, was straightforward. The individual college sub- 
mitted an annual eourie seetfon report to the Department of Education; this re- 
port proleeted enrollments for each class taught In the Institution. Each class had 
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g fixed size llmltaHon^ depending upon the diselplina and the mede of instrue- 
tfon; if a course enrollment exceeded the limitation/ at laait one sactlon (class) 
was guaranteed/ while if the course enrollment eKceeded the class size plgi a 
fixed increment (the total of which was called the breaking point)/ a seeond 
lection was started* If the course enrollment exceeded fhm cloii size limitation 
but was less than the breaking point/ only one class was scheduled and the left- 
over students were denied admission to the course for that term* 

The faculty work week itandard was 45 hogrS/ composed of 12 units of 
classroom teaching and 24 houri of preparation/ grading papers, etc* (or varia- 
tion on this 12-24 ratio because of a different mode of Instruction)/ plus nine 
hours of advising/ committee work, etc* The variations of the 12-24 ratio were 
gccounted for by K-factors: The K^factor was 1 *0 for classes meeting one hour 
for one unit of credit; the factor was 1 *3 for classes meeting two hours for one 
unit of credit/ and ^ forth. Faculty performing supervliory work received 12 
teaching units credit for every 25 or 36 itudents served/ depending on the type 
of supervision* The total faculty staffing requirement was determined by lummlng 
the number of classes offered multiplied by the credit value of each class and 
dividing this total by 12 (which represented the number of weighted teaching 
uniti/ or WTU'S/ In a full-^time equivalent faculty member's load). 

Only courses In curricula approved by the State Board of Education 
could be included In the formula* The staffing formula was originally intended 
OS 0 device for determining the overall Instructional staff budget for each insti- 
tution* The actual allocation of faculty positions internally was left to the dis- 
cretion of the president or his administrators. Consequently/ the number of 
course sections specified by the WTU staffing formula did not necessarily have 
to coincide with the number of sections actually scheduled. 

This discretion for the internal allocation of positions yielded a high 
potential for budget paddlngi which hod not gone unnoticed during the formula 
trial runs in 1952! 
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Table A-1 



California Stat* CoMagai' Raport of Deans of Instruction 
on Faculty Staffing Formula 
April 16, 1952 



Formula: N = (C^ + V^) + (C^ + Vyi.3 + (C^ + V^)1.5 



12 

+ (C, + V,)6 + (C + V )3 + S 

d d c G 

— 12 



N * Totsl number of feculty 

C ^ Appr©vad eoursas (sea below for b^ Q/ a) 

V - Additional sections of approvad counai 

S « AllQwanea for suparvisory itaff 

12 - Faculty work load In units 

All caloulatloni based on work week of 45 hours: 
12 units taaching 

24 hours preparation, grading papers, ete* or 

variationi on above beeouse of differant type teaehing* 
9 hours advising, eommittea work, etc. 



C 1 Classas meeting one hour for one unit of credit 
^ C s straight lecture: unlimited accept by ph> 

available or scheduling necessities; V-add sections 



C2 * lectura-dlscusslon; limit 40; breaking point 50; 

C^-lactura-^ompo^HonO-jr^l^ 

lecture'-counsaling^ ) *3 
^ composition, foreign languages, mathi limit 25; breaking 
point 30; 

s lanior or graduate lemlnars- limit 20; breaking point 25; 

Classes meeting two hours per one unit of craditi K = 1 »3 
- art activity: limit 24 or physical facilities; 
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Table A-1 
Continued 



^ education workshopi limit 30; breaking point 35; 
Cg = music activlty^large group: limit 40; breaking point 50; Vg 

Cq ^ instructional or vocal instructioni limit 10; breaking point 12; 

V 

■9 

^ physical education and recreation activityi limit 30; breaking 
point 40; V^q 

C^^ ^ speech and drama aetlvityi limit 20; breaking point 25; V^^ 

C^2 ^ business (machines, etc); home economlci and IndustrFal arts^ 
limlt^'^physicol facilities or scheduling necessities; 

C ! Classes meeting three hours per unit of credit* K ^ 1 *5 

^ Cjg Science laboratories ) 

Home Economics " ) 

Ind. Arts ) 

/Sericulture ) Limlti physical facilities; V^^ 

Ingineering " ) 

Wild Life Mgmt, " ) 

Business " ) 

Etc- " ) 

C Classes meeting more than three hours for one unit of credit; 
^ factor = 6 

C.j^ Coaehmg-major sports (football, basketball, baseball, track) i 
limit: 20 

C^i Classes meeting mofe than three hours for one unit of credit; K-^factor 



C^^ = Coachmg-mlnor sports (swimming/ tennis/ gymnastics, wrestling): 

^ limit: 20 
C^^ * Play production: limit: 20 

St Allowance for supervisory staff 

Supervision of directed teaching: ratio 1:25 

Supervision of Field Work ) 

Work-stvdy ) i.* 1 

« , ■ . * ( ratio h36 

Project supervision ; 

Masters thesis and projects ) 
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One word of wamlng— if yeu do use for budget purposes a 
€"2 clasiiffaatlon and yet use C^l method ©f teaching^ do 
not ask far extra sectioni axcept as actually needed* It 
could be of courie that this as well as other ideas are ways 
in which faculty needs could be padded. The group meet= 
ing here was aware of this possibility and could only say 
that the only answer Is to trust the honesty and integrity of 
the group concerned.^ 

The use of the formulas in the 1960U demonstrated how this trust was misplaced 

ACCEPTANCE OF THE WTU STAFFING FORMULA 

By the beginning of FY ]952^54, the Department of Finance had ac- 
cepted the formula content with some minor complaints. And in practice, the 
first official application of the formula did not break the state treasury. For 
1953^54 the formula called for 142,5 additional teachers, or 31 .4 more than 
would have been provided under the S/F ratio method. Not all campuses 
received Increases, as noted In Table A-2, The big difference between the 
budgets generated by the S/F ratio method and those generated by the staffing 
formula was that the latter were approved as submitted, without bickering. In 
the first two years of formula use. 
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Table A-2 

Comparison of WTU Formula Methodology wjfh S/F Ratio 
Procedure for FY 1953-54 Data^ 







Teachers 


Teachers 


Increase 




S/F 


Added per 


Added per 


Over 




Ratios 


RaHos 


Formula 


Ratio 


Chico State Minimum couries 


3.2 


11.3 


8.1 


Fresno State 


18.1 


8.3 


13.4 


5.1 


Humboldt State Minimum couries 


3.0 


10.0 


7.0 


Long Beaeh State 


15.1 


10.4 


15.0 


4.6 


Los Angeles State 


16.1 


18.9 


n.o 


-7.9 


Sacramento State 


15.1 


15.2 


15.1 


-0.1 


San Diego State 


19.1 


18.7 


14.1 


-4.6 


Son Franeiseo State 


19.1 


8.4 


14.9 


6.5 


San Jose State 


19.1 


25.0 


37.7 


12.7 



THE STUDENT CREDIT UNIT PER FULL-TIME EQUIVALENT FACULTY (SCU/ 
FTEF) METHODOLOGY 

The budgetary cycle for FY 1973-74 marked the introduction of what 
was intended to be a onm-yMr experimental faculty staffing procedure for the 
state colleges. The new approach used the experience of the past three years 
(1969-1972) with student credit units (SCU) per full-time equivalent faculty 
position (FTEF) to generate a SCU/FTEF ratio, disaggregated by institution and 
instructional discipline categories, Systemwide calculated the three-year 
average fall term SCU/FTEF ratio for each institution for 25 discipline categories. 
Each institution projected the annual overage SCU productivity by level of 
instruction and discipline category for the 1973-74 academic year. The sum of 
discipline category SCU divided by 15 (i.e., one FTE student takes 15 SCU) 
had to equal the 1973-74 annual average FTE student (FTES) projection for the 
institution as a whole, which was determined through previous negotiations with 
the Systemwide staff, 
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The mitlhJtiQn staff divided either the three-year average fall term 
discipline category SCU/FTEF ratlo^ or an adfuited SCU/FTEF rati©^ Into the 
projeated diiclpline catagary SCU to determine faeulty requirements In each 
discipline category* Where on Institution felt that the use ©f the fall term 
three^year average ratio as dlviior was Incongruent with Its academic needs 
that year^ It amended the discrepancy by pressing a ratio change . The insti- 
tution had t© complete a set of rati© change proposal forms to justify each pro- 
posed adjustment In discipline categery SCU/FTEF from the three^year a>^rage. 
Propased ad|ustments in rafios ceuld be [ustlfled on the gr©unds ©f anticipated 
curricular changes (e*g.^ the introductien ©f new pregrams ©r modes of instruct 
tion; the ihtroduction of educQtion technologies; pregram maturation; antlci^ 
poted changes in student miK) ©r ©n the grounds that the technical methodology 
of ratio generation handicapped the institution in some way (e#g*/ ^/Ji' 
campuses preferred the use of an annual average rather than the fal l av|^ge - . 
because the former gave a mare favorable picture ©f the Institution's re^uirc^^ ' 
needs) « The program change proposali were negotiated by SystemwIde staff and 
institutional representatives* 

Because the number of faculty posltians generated by this procedure 
represented only those which were actually to be paid from "Instructional Pro- 
gram" funds, each Inititutional request was increased by two percent after all 
negotiations had been completed t© compensate for the mandatary faculty 
salary savings target of two percent* 

SystemwIde was convinced that the Department of Finance w©uld accept 
the meth©dology because It was based upon a productivity measure — student 
credit units. Systemwide like the SCU/FTEF ratio methed because It could be 
sold to both the institutions and the Department of Finance; the institutioni 
favored the method somewhat because it tended to lower the S/F ratio slightly. 
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This decrease resulted frsm t-he hist-orlcal data used In generating the ratio. 
Several years earlier the SCU/FTEF rati© hnd been rlcher^^these "good" years 
tended to reduce the current S/F and SCU/FTEF ratios when included in the 
three=year average, 

THE SCU/FTEF FORMULA AND THE BUDGETARY PROCESS 

The state college operatrng budget was divided into three principal / 
categoriesi the base line budget^ program maintenance proposals^ and program 
change proposali. The baseline budget was a no-growth budget; it essentially 
started with the previous yearU appropriations and added baseline ad[ustments 
such as inflation factors and merit salary increases. The program maintenance 
proposals (PMPs) were routine provisions for growth* For eKOmple^ In those 
parts of the operating budget still controlled by formulas^ the projected enroll- 
ment Increases were applied in the formula to generate requests to compensate 
for enrollment growth, , Finally, the program change proposals (PCPs) were re= 
quests for new or expanded programs to meet other than growth needs. Each 
Institution negotiated with the Systemwide staff over the PMPs and PCPs* Al- 
though the baseline budget and PMPs were approved rather routinely by System^ 
wide, PCPs required a major justification, 

Systemwide, in turn, had to negotiate with the Department of Finance 
for the system poekage of PMPs and PCPs, In Its review of the FY 1973-74 
budget requests. Finance apparently lumped the baseline budget request arid the 
PMP request together. The govemorU budget for FY \97Z^7A authorized 396,3 
additional FTE faculty positions over FY 1972 -•73 to cover an eKpected enroll- 
ment Increase of 5,120 PTE students. This increase represented a continuation 
of the 1972=73 budget S/F ratio of 17, 9n implemented by the legislature and 

approved by the governor, and an augmentation of 75,3 additional faculty p©sl= 

3 

tions with clerical support. It should be noted that the state colleges as a 
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system were budgeted on the basis of a system average SCU/FTEF ratio, which 
was negotiated by Systemwide and the Department of Finance. Table A=3 shows 
the past and proposed S/F ratios and the comparabje SCU/FTEF ratios. 



Table A-3 



Budqefed and Actual S/F Ratios and SCU/FTEF Ratios for 
California State University and Colleges as a System^ 

S/F Ratio 



Fiscal Year 


Budgeted 


Actual 


SCU/FTEF Ratio 


1967-68 


16.27 


17.21 


246 


1968-69 


16J0 


17.35 


243 


1969'^ 70 


15.92 


16,67 


240 


1970-71 


16.36 


17.34 


244 


1971-72 


18.27 


17,91 


274 


1972-73 


17.94 




269 (estO 


1973-74 


17,82 




267 (est.) 



The productivity target of 267 SCU/FTEF was still very closely linked 
with the 12 WTU workload norm of the old staffing formula, as Indicated by 
comments in the governor^ budget for FY 1973-74i 

This productivity goal, based on the ratio of average ful l-time 
equivalent faculty to student credit units earned, will be 
generated from on average faculty workload exceeding 12 units 
per term. Including units earned In independent study instruc- 
tion. A key Instructional factor influencing productjvlty is 
faculty teaching effort, measured In weighted teaching units 
(WTU) which are approximately equal to average faculty 
instruct ion a I contact-hours with students „ . ______ 



Thus, the elements of the old WTU faculty staffing formula were still very much 
alive In the new SCU/FTEF ratio approach. 

The Legislative Analyst's staff recommended that the legislature fund the 
governors budget for state college faculty poiitions. Th^ staff reasoned that the 
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colleges could not adequotaly |uiHfy any additional staffs eipaclally since the 
collegei received a legislative augmentation of 176.7 faculty positions the 
previous fiscal year* The Legislative Analyst's staff became more receptive to 
the Department of Finance'i budgeting methodology becauie the governor's 
budget reduction of faculty positions in FY 1971»72 had not been as damaging 
as it might have bean since enrollments began to drop that year. The FY 1971 = 
72 budget had been based upon a projection of 221^020 FTE students^ but only 
211,365 FTE materialized. When the FY 1973-74 budget was reviewed, the 
enrollment for 1972-73 was estimated to be 223,210 FTE initead of the budgeted 
228,170 FTE.^ In the state colleges the growth in total enrollments continues, 
but this growth Is clouded by a recent trend towards part-time status— the in- 
crease in part-timers tends to reduce the total FTE count. 

The Analyst's staff also proposed that 252 of the 369.3 new positions be 
selectively allocated by the Systamwide staff to reduce the pressure of "impacted 
programs.^ Systemwide asked the campuses to identify areas where the additiona 
positions could be used to the best advantagaj because this was done very late in 
the summer of 1973, the allocation of these positions was not a complete success. 
Some of the positions were used to meet the faculty salary savings target; others 
were granted to certain campuses that faced uneKpectad pressures immediately 
prior to registration time* Although some analytical techniques and decision 
parameters such as student mix and Institutional type were employed, the alloca- 
tion decisions were largely sub|ective— decided often by who cried the loudest* 
Frequently It was the small Institution, without the advantages of economies of 
scale, which received the positions* 

THE SCU/FTEF METHODOLOGY IN FY 1974-75 

Apparently Systemwide was sufficiently satisfied with the results of the 
FY 1973-74 budget review process to employ the SCU/FTEF methodology again 
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during the FY 1974=75 budget cycle. The procedure was asientially the same 
as that used for FY 1973-74 with two modifleations: 

1 . The effect of changing enrol jment patterns on the 
campus S/F ratio was Isolated from the effect of 
staffing ratfo changes In particular diiciplines. 

2. The change proposal method emphasised the number of 
faculty who were needed to provide adequate support tor 
particular Instructional programi rather than the change in 
ratio that would generate these faculty. g 

Both changes were modifications In the accounting system used to com- 
pute the SCU/FTEF ratios more than they were substantive alternations. System- 
wide attempted to help the campuses solve the problems created by the recent 
shift of students from low-cost programs to high-cost professional programs— the 
problem at campuses such as Hayward, Fresno, and Pomona was (and Is) that they 
ore not growing and cannot abosrb the student shifts within the context of a small 
faculty* The procedures used to generate the FY 1974-75 InstituHonol budget 
requests were Intended to highlight this problem and hopefully iustify a System- 
wide request for additional faculty positions to provide relief tor the needy 
campuses « 

On a systemwide basis the additional calculation used to Isolate student 
shifts accounted for 56 additional faculty poritloni. Following preliminary re- 
views of the Systemwide budget request, a representatl\^ of the Department of 
Finance indicated that the chances for approval of the request for the extra 56 
positions were poor. 

There e^ist two glaring weaknesses In the new SCU/FTEF methodology. 
First, the SCU/FTEF ratio is not a declslan factor In Department of Finance re- 
Views of the Systemwide budget requests. Observeri note that the productivity 
rati© Is more a reflection of the outcome of a Department of Finance decision 
than a factor In making the original decision. Although Finance feels that the 



SCU/FTEF ratio can be readily converted Into the S/F ratio. It is achjally the 
S/F ratio which guides the Departmant of Finance in making its recommenda- 
tions on initruetional funding* 

Secondly^ the SCU/FTEF methodology has ai its foundation the old WTU 
staffing formula. The system workload norm eontinuei to be 12 WTU; the weighted 
teaching units are still determined by K-factors, C^elassifications for the various 
modes of instruction^ and the independent study supervisory classifications. Al^ 
though the more recent application of the basic formula structure no longer makes 
use of the "breaking point" concept for class slzei^ each mode of instruction still 
has a "normal limit" recommended. And while the state university and college 
system ii budgeted on the basis of an average SCU/FTEF ratio, the Inst i tut loni 
must continue to generate their institutional budget requests with a new pro^ 
ductlvity-oriented methodology severely constrained by the old formula structure. 
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FOOTNOTES 
AppendiK A 



^ CQlifornia State Department of Education, Division of State CQlleges 
and Teacher Education, Mamorandum, TOi Deans of Instruction; FROM^ Jamas 
B. Engehs; SUBJECTi Claislfleatjon of Courses for Faculty Staffing Formula; 
July 10, 1952. 

^ State of California, Budget for the FIscol Year July 1, 1953 to June 
30, 1954 (Submitted by Earl Warren, Governor, to the California legi^lstuf©, 
1953 Regular Seislon), p. 267, 

^ Legislative Analyst's Report for FY 1973-74, p. 808, 
* lb[d., pp. 808, 810. 

^ State of California, Budget Supplement for Health and Welfare and 
Ed goatlon for 1973-74 > Volume II of the l^^y-/4 Budget Document (Submitted 
by Ronald Reagan, Governor, to the California Uglilature, 1973 Regular Session), 
p, 938. 

^ Legislative Analysts RepcYt for 1973-74, p. 800, 

^ Ibid,, pp. 810-811. An Impaeted program li one that hai an excessive 
enrollment for the faculty re^urces available. 

These poiltlons were also Intended for programs that came In "late In the 
game" and did not have the historical background (i,e,, a three-year overage) to 
generate their real needs. In addition, the positions were to be used to compensate 
for student shifts from low-cost to high-coit programs, 

5 California State University and Colleges, "Faculty Staffing Instruc- 
tions, 1974-75 Budget," p, 1. 
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Appendix ii 
The Technical Evolution of Instructional 
Formulas In Illinois: Some Highlights 



1963-65 BIENNIUM 

The formula usad by bath the Unis^rilty of lllfnoii and Southern jllmols 
University for the 1963-65 bfennlum to provlda fsr Increased enrellments Is out^ 
lined In Table B-K The four Teachers College Board institutions emplayad a 
considerably leaner formula, presented in Table 8^2* 

Table B-1 



Staffing Formula to Provide for Incraaiad Enrollments— 
University of Hllnari and Southern lllinals University^ 1963-65 Blennlum^ 











Indirect 










Per 


Cost 










Student 


(75% of 


Par 


Level of 
Student 


S/F Ratio 


Average 
Salary 


Direct 
Salary 


Direct 
Salary) 


Student 
Total 


Lower Division 
Upper Division 
Graduate 


15r1 
12:1 
7:1 


$ 8,000 
9,000 
10,000 


$ 533 
750 
1,429 


$ 400 
563 
1,071 


$ 933 
1,313 
2,500 
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Staff ing Formula to Provide for Increased Enrellmenti — 
Teachers College Board Initltutioni/ 19^"65 Biennium^ 



Level of 
Student 


S/F Ratio 


Average 
Salary 


Per 
Student 
Direct 
Salary 


Indirect 
Costs * 


Per 
Student 
Total 


All 


16.67^ 


$8,500 


$510 


$150 


$660 



* $2/500 per faculty paiitlon 



1967-69BIENNIUM 

The 1967-69 budget request was divided Int© nine msier categories! 
Instruction 'less Physical Plants Operating Costs of New BuildlngS/ Organlied 

Research, Extension and Publie Service^ Laboratory Schooli, New Programs, 

3 

Price Increases, Salary Ad|ustments, and Biennial Overlap* Formulas appli= 
cable to the Instructional function were used for Instruction less Physical Plant, 
Salary Adjustments (for academic Instructional staff), and New Programs. Ah 
though these formulas are grounded in technical details, it Is worth summarizing 
the salient features. 

Instruction Less Physical Plant 

The three components of this portion of the operating budget request were 
the base, the increment to the base to cover additional costs due to added en- 
rollments, and a "catch-up" adjustment mvarded to Institutions found deficient 
In their funding base when compared to a theoretically adequate base. The base 
was the state appropriation for 1965-67. The increment to the base was calcu- 
lated in several steps. First, the student credit hour production by level was 
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projected for 1966-67, 1967-68, and 1968-69. Next^ the increa^ in produc- 
tion for )967^^ and 1968-69 over that for ]966^67 was ealculated. The esti- 
mated total inereaie In produetion multiplied by the initltutlon'i weighted 
average coit from the 1964-65 cost study equaled the additional resources re- 
quired to handle the Increased student load during the 1967-69 blennlum. The 
final factor, a "catch-up" adjustment, was a means to enrich the bases of 
lower-cost Institutions to bring them closer to the statewide average. A final 
adjustment was made, if necessary, for underenrol Iment in the 1965-67 bien- 
nium. The amount of money to be lapsed (or the negative adjustment in the 
1967-69 request) would be the total projected enrollment during 1965-67 
multiplied by the budgetary formula less the total actual enrollment for the same 
biennium times the budgetary formula, less three percent of the projected en- 
rollment times the formula. No adjustments were made for overenrollments; 
Institutions were expected to absorb these out of their own slock resources. 

Salary Increases 

Salary Increases were calculated separately for academic and nonacademic 
employees according to o modified version of the formula used for the 1965-67 
blennlum^ The formula concept was to provide on overage step Increase for all 
staff and to provide additional resources for merit increases. For the academic 
side, the general Increase factor wos 3.2 percent of the oeodemic salary base, 
which Included all foculty, graduate assistants^ and administrative staff not on 
Civil Service. The merit Increases were based on }966^67 projected annual cre- 
dit hour production as followsi $200 for each 540 lower-dl vision student credit 
hours^ $320 for each 360 upper-division student credit hours, $510 for each 270 

Graduate I student credit hours, and $690 for each 120 Graduate II student cre- 
4 - 

dit hours, The separation of academic salary increases Into two components was 
partly a public relations ploy to appease legislators concerned with increased 
productivity. Merit increases were calculated on the basis of increosed student 
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credit hour produet!©n. The basis for justifying iQlary incraaiai wqs not as 
sound as that for rewurcei to meat anrollmant Increases^ as Layzell notes: 

The formula Items for salary increases were not a produet 
of divine revelatian nor were they preciiely the amounts 
needed on a purely mathematleal basis. Like the other 
formula itemi^ they were the producti of calculation^ 
nagatiatlon^ and compromise. They were rational in the 
sense that they bore a fairly identifiable relationship to 
caleulated needs but they were the products of negotia- 
tion and campromise in the ^nse that they were less than 
calculated needs In ord^r that they might better [be] 
'sold* to the Govemar ond General Assembly. ^ 



New Programs 

The Budget Formula Committee introduced the new-program formula In 
the 1967-69 budgetary process to ease some of the pressures on the IBHE staff 
for uniform program review* Under the new guidelines, requests for new pro- 
grams would be honored under the condition that the programs themselves were 
approved at a later dote. Typically, the IBHE staff cleared all but PhD pro- ^ 
grams In two months or (ess; PhD program approval took longer because a com- 
mission of scholars reviewed the program prbposals. In all but hvo circums.unces 
new-program requests were considered ftjily funded under the Increased enroll- 
ment formula. One circumstance was an Institution's wish to Improve an exist- 
fng program (l,e,, offar an existing program at a higher funding level); the 
second was a situation in which the Increased-enrollment formula generated in- 
sufficient resources for the new program. The second exception was expected^ 
to occur most frequently as Institutions planned to initiate graduate programs. 

The new-program formula did not work as well as the other formulas be- 
cause of different circumstances on different campuses. Each new program hod^ 
for example, differing stoftlng points and different enrollments in the supporting 
disciplines. (One observer described the new-program formula as as a ''Rube 
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Goldb#rg invention.") Moreover, thare was sOTOtlmes a problem in dUtlnguish- 
Ing between 10 1 raquesti^^usuQlly nonrecurring expendifuras/ whioh were not 
handled by formulai^^and new programs. Yet the new^progrgm formula approoch 
was a first step toward the ooupllng of program raviaw with budget review* 

1969-71 BIENNIUM ...^ 

The budget Instruetfons for 1969-^71 ineludad 10 cotegories of increasesi 
Adjuitments in the Bose Budgat, Statutory Inereaies, Salary Adjustmenti, In-^ 
creased Enrollments, Operating Cost of New Buildings, Prict Inoraasei, Reftjnds^ 
New Programs, Program Improvement and EKponsion, ond Othar Specific Items. 
The Ad|ustments to the Boie Budget category eontalned four ad[ustments^ the 
calculation of the biennial overlap, the Qd|ustments to a theoretically sufficient 
base, the adjustments demonded by overenrollments and underenrollments, and 
the mjbtractfon of nonrecurring items allowad in prior budget requests # 

The "balancing" of institutional requests occurred in sdjuitments to a 
theeratleal base-^-co leu lotions designed to test the 1967-69 instructional fund-^ 
Ing level's appropriateness as a base for the 1969-71 budget, Tha calculation 
ran as followii 

The 1966-^67 cost study was adjusted to take into Wnsfderatlon 
the fundi appropriated for increased anrollrnant anel for certain 
adjustments to the base carried fonvard frofri 1967-^69* The 
]966~67 wefghted avaraga cost for each level of instruction was 
multiplied by the projectad 1968-69 credit hour production- 
This product was compared with the amount budgeted for the 
1968-69 pmjected enrol Imant at a 1966-67 cost level eKcluslve 
of fundi budgatad for new programs and program improvamants. 
If [tha] amount budgeted for 1968-69 enrol Imant aKceaded the 
product of weighted average costs times credit hour production 
the Institution was theoretical ly ovar-budgated. If it was less 
than the product, tha base was theoretically deficient. InitH 
tutfons daflciant by more than 5 percant racelved ona-half tha 
defioiancy over 5 percent os an addition to tha base budgat. 



249 



265 



Excepf for campuses considared to be 'developing* (Chieago 
Circle^ Edwardsville, Northegitern and Chicago State) insti- 
tutions showing averages of more than 5 percent deducted 
one-half the exeasi over 5 percent from the base budget. g 

Ad|Uitmenti for underenrollments and everenrollments followed pro- 
cedures adopted during the 1967-69 budget preparation process. Institutions 
were underenrol led If the total actual credit hours for the 1967=69 biennium 
multiplied by the weighted average cost was less than the prolected credit hour 
producfion multiplied by the weighted average cost. Institutions underenrQl led 
by more than three percent were not permitted an Increased enrollment Incre- 
mant for 1969-71 In excess of the three percent average • 

The formula for Increased Enrollments was the same as for the 1967-69 
blennium! student credit hour production by level was pro|eeted for 1968-69, 
1969-70 and 1970-71 and increases by level for each year of the new biennium 
were multiplied by the Instltutton's weighted average cost by le>^L 

Salary Increases for aoademic personnel were generated using the some 
methodology as in the 1967-69 biennium. Merit increases based on projected 
student credit hour production by level of student were added to an overall 
salary step of four percent of the academic base (1968-69 academic salaries)- 
Funds for merit Increases were generated as follows: $200 for each 484 lower- 
division student credit hours; $300 for each 360 upper-division student credit 
hours; $400 for eaoh 212 Graduate I hours; $600 for each 152 Graduate II hours; 
$300 for each academic staff member budgeted full-time to the laboratory 
school; and $400 for each academic staff member (except graduate and research 
assistants) budgeted full-time In library, public service, organized rasearch, 
and administration* 

The formula for the funding of new instructional programs was a revised 
version of the 1967-69 formula. This new-program formula distinguished 
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bstwaan three %fQgm% of new program evoluHoni planning stage^ jnitiQtion 
stage ; and developmenl' itaga« Funds made available for programs in the plan* 
ning stage were limited to not mere than two years and to dlreot salary costs. 
Requests for funds for the initiation and development phases of new programs 
were forVesouroes not provided by the increaied enrollment formula, (That is, 
the amount requested was the difference between the total pro|ected staff salary 
costs for the program for each year of the 1969-71 biennium and the increased 
enrollment formula with cost data from the appropriate subject-matter area.) 
Fifty percent of the new-program funding above and beyond that generated by 
the increased enrollment formula had to come from the reallocation of resources 
within the Institution — this condition was included to silence criticisms that the 
formula was too rich. New programs were expected to be self-sufficient within 
six years after funding was first provided* In general^ funding for initiation and 
development phases was Intended for the higher-cost graduate and professional 
programs and not for undergraduate programs* Requests for the improvement or 
eKpansion of existing programs were to be submitted and reviewed acoordlng to 
the same procedures as the requests for new programs, 

1971-72 FISCAL YEAR 

For FY 1971-72 the IBHE staff employed a modified version of the familiar 
unlt^.cost formula^ one that repre^nted a transitional step between the formulas 
^used since 1967 and a ^'program-oriented approach" planned for FY 1972-73. 
One change In methodology was the exclusion of the "base-deficiency" oaloula* 
tlons whereby an Institution's budget base was compared with a theoretical norm 
and was supplemented or dlmlnlihed If the difference between actual and theo- 
retical budget base were too large. In dollar terms the ilimination of the 
deficiency factor probably had only a small Impact, however^ because in the 
original 1969-71 biennial budget revfew only one mstltution (Western Illinois 
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University) was raeommended for an increase gdlustmint^ and ona inititutian 
(Nartheaitern lllinefs State) w.ai.racommandad for a minor decrease in the FY 
1968-69 bate funding levSI 

Ihm mast significant ^^eadural change in the budiet request process 
was an ad|ustment for F^eased efflelency. The IBHE staff believed that some 
Improvement In effldency was poisible In sevami phasei ©f institutional opera- 
tlen, Inelyding the instructional and ©rganl^ed research components and the 
operation and mgmtananee of t^ physleal plant, Cansequently, Inititutioni 
were requested to Include the effect of Improved affiaiency In their appropria- 
tion requests. Seeondly/ ratei for salary Incraaies for FY 1971-72 were lower 
than for FY 1970-71 . Tha step Incraaie for FY 1971-72 was 4.4 percent of the 
academie salary base for 1970-71 as oompared with a five percent step for 

1970-71 . Moreover, the merit increase factors for FY 1971-72 were 15 to 20 

13 

percent lass thtfh the FY 1970-71 rates, depending on level of student. 
Finally, the IBHE staff adopted a budget request format which. In general, ot- 
temptad to make selected areas of the operating budget available for Indapth 
review* 

1972-73 FISCAL YEAR 

The FY 1972-73 verilons of the budgetary formulas closely resembled 
fhair pradacessors with two e^cpactionii Increased enrol Imenti ware financed 
using a leanar funding ba^ and institutions were requested to Indicate by "cost 
center" the actual expenditures made for FY 1969-70 and FY 1970-71, the bud- 
geted amounts for FY 1971-^72, and plans for FY 1972-73. For a number of 
years, the IBHE staff and Institutions had been studying the problem of present- 
ing budget raquests within a format chgracterlzed as a "program approach to 
budgeting," What had avolvad from the IBHE staff, over tha ©b|actlons of 
several Institutions, was the "cost center concept," While Institutions still 
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submittad oparating approprietien rtquesti generatad on a basil ©f broad fy^^" 
tioni t© be funded (e.g.f Instrgetlan, organized research), Inst If uHoni wire 
required fro show how they would d I locate Internally the requests if the t©tgl 
amount were appropriated. The IBHE staff had all© proposed that the Institu- 
tions be required t© map their allocatlans for several leyels-^-97 percent, 95 
percent, efrct — leii than full funding, but the plan was ©pp©ied by Holderman, 
eKecutlve dlrectar of the IBHE, The final plan drew heavy crItleUm from both 
the Unlveriity ©f Illinois and Seuthern lllin©ls University, whose officlali com- 
plained that they could not know h©w they were g©lng to spend their money 
before they knew h©w much was g©lng to be appraprlated. In fact, the Institg-- 
t!©ns were relucfronfr to ^rmlt an allocation to go out t© a department in ad- 
vance ©f the appr©prlatlon becauie It reduced the eenfrral administration's 
fleKibilifry t© adapt t© changing candrfrlons* The lame fierce determination t© 
retain as much flexibility as p©isible had led the Instltufrions t© resist the state 
central campufreriiatian of the annual cost study because a centralized process 
would have made data comparison easier . * 

The leaner funding of enrollment Increaies was contr©lled by using data 
from annual cost studies for 1966-67 thr©ugh 1969=70 Instead ©f only the 1969- 
70 cost data base. As a base, the 1969-70 ftjnding for semester credit hours 
was determined by mulfriplylng the 1969-70 cost study semesfrer credit hours, by 
leveU times the 1969-70 Institutionally reported Instructlangl credit h©ur cost. 
For the costs ©f Increased enrallments between 1969-70 and 1972-73, however^ 
the weighted average costs for the years 1966-67 through 1968-69 (instead of 

1 ^ 

the weighted average casts for 1969-70 alone) were used In the calculations. 
Naturally/ the earlier costs were l©wer than m©re recent costs and reiulted In a 
lower increased enrollment funding adjustment for FY 1972-73 than had been 
used in previous years. 
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Appendix B 
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(Revised July 36, 1966), pp, lUftT^ ' " " 

Ibid ., p, 113. The cakulatlon of staff needs was ai followsi "Staff 



needi for the new programs were to be based on the itatewlde staffing ratio 
(average annual credit houri per FTE itaff for the disciplinary area) at the de- 
partmental level. This information was available In the Board's 1967 Faculty 
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Lead Study. Salary requirements were determined by multiplying the itaff needs 
by the institutional average salary by rank for the previoui fall as ad|uited for 
lalary Increases* For upper diviilon and graduate progrgm requests^ Fnstltutions 
ware to use the average Asiociate Prefessar salary to determine salary require- 
ments" (pp. 113-114). 

^' State of Illinois, Beard of Higher Education, Executive Pirsctor^i 
Report ^71: Opergtlng Budget Requeiti for 1969^71 Biennlgm , December 2y 
1968, p. 618. 

12 

State of lllmoli. Board ©f Higher Eduaation, Procedurei faj the 
Development and Submliilon of Operating^ApprQpriatlQn Requesti for 197^^72 , 
September 3, 1970, p, IhU ^ ~~~~ 

Ibid ., p. Ilh23. 

State of lllmoii. Board ©f Higher Education/ Initructions for Submitting 
1972-73 Ope rating Appropriatlan Requests, June 25, 1971, pp* 3, 8-^9, 



271 

255 



Appendix Ci 

ThaTachnicQl Eyolution of Instructional 
Formulas in Texasi Soma Highlights 



TEXAS HIGHER EDUCATION OPERATING BUDGETS: EDUCATIONAL AND 
GENERAL FUNCTIONS 



Since 1959 the Texas higher aducatlon operdting budgets have Identified 
the fol lowing educational and general functions: 

General Admin litratlon and Student Services 

General Institutional EKpense 

Staff B#nafits (added In 1970) 

Rasldant Initryction 



Faculty Salaries 

Dipartmental Operating EKpenie 
Instructional Administration 
Organized Activities 



Vocational Teacher Training Supplement 



Library 



Organizad Ras@qreh 
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Extension and Public Sarviee 



Phyilcal^lant Oparatien and Mafntenance 

PhyiieQl Plant General Servicas 
Building Maintenance 
Custodial Sarvlces 
Grounds Maintenance 
Utilities 

Campui Security (added In 1970) 
Speeiol Itami 

Major Repairs and Rehabilitations^ 



THE FACULTY SALARIES FORMULA, ^965-67 BIENNIUM 

Xha TeKOs Faculty Salaries Formula for tha 1965-67 blennium is out-- 
lined in Tables C-1 and C'-2, 
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Table C-1 

State of Te5cas Faculty Salaries Formula, Fiscal Year 1966 



Rate Per Semester Credit Hour 





Under- * 






Special 


Program 


graduate 


Masta rs 


Doctoral 


Professional 


Liberal Arts 


$13,82 


$36,81 " 


$139,62 




Science 


15,08 


66,55 


200,43 




Fine Arts 


25,20 


57.86 


181,43- 




Teacher Education 


12,29 


31,25 


120,87 




Teacher EducQtion 










(Practice Teaching) 


29,88 








Agriculture 


17,25 


48,59 


167,58 




Engineering 


24,68 


68,63 


200.43 




Home Economies 


17,76 


43,43 


133*06 




Law 








$23,01 


Social Service 


21,83 


.,,^,66,55 






Library Science 


15.03 ; 


..-06,01^ 






Veterinary Medicine 






167.58 


43,02 


Vocational Training 


13,14 








Physical Trcsning 


12,24 








Nursing 


30,78 


52,70 






Pharmacy 


23,68 


56,16 


174,53 




Business Administration 


13,78 


38,88 


181,43 




Optometry 


17,09 









Source: State of TexaS/ Coordinating Boards TeKOs College and 
University System, Ainual Report of the Coordinating 
Board, Texas College and Umyerjit)^ System^ to the 
Honorable John Connolly^ Governor of Texas, and The 
Legislature of the State of Texai / December 31, 1965, 
p~88. 
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Table C-2 

State of Texas Faculty Salaries Formula, Fiscal Year 1967 



Rate Per Semester Credit Hour 
Under- Special 
Program graduate Masters Doctoral Professional 



Liberal Arts 


$14.51 


$38.65 


$146.60 




Science 


15.83 


69.88 


210.45 




Fine Arts 


26.46 


60.75 


190.50 




Teacher Education 


12.90 


32. ai 


126.91 




Teacher Education 










(Practice Teaching) 


31.37 








Agriculture 


18.11 


51.02 


175.96 




Engineering 


25.91 


72.06 


210.45 




Home Economics 


18.65 


45.60 


139.71 




Law 








$24.16 


Social Service 


22.97 


69.88 






Library Science 


15.78 


48.31 






Veterinary Medicine 






175.96 


45.17 


Vocational Training 


13.80 








Physical Training 


12.85 








Nursing 


32.32 


55.34 






Pharmacy 


24.86 


58.97 


183.26 




Business Administration 


14.47 


40.82 


190.50 




Optometry 


17.94 









Source: State of Texas, Coordinating Board, Texas College and 
University System, Annual Report of the Coordinating 
Board, Texas College and University System, to The 
Honorable John Connolly, Governor of Texas, andThe 
Legislature of the State of Texas, December 31, 1965, 
^789: 
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FACULTY SALARIES FORMULA, 1971-73 BIENNIUM 

The prodgetlvlty adjustments rnQda In the Faculty Salaries Formula for 
the 1971-73 blannlum by the Faculty Salaries Formula Study Committee are 
shown in Tables C-^3 and C^4, 

Table C-3 

Comparison of Student^^Faeulty Ratios In the 1969-71 Formula for Faculty 
Salaries with Ratios In the Reeommended Formula for the 1971-73 Blennlumj 

(Undergraduate) 



Student- Faculty 
Ratioi 



Increase In Productivity 



Program 



Liberal Arts 

Science 
Fine Arts 

Teacher Education 
Teacher Education— 

Practice Teaching 
Agriculture 
Engineering 
Home Economics 
Social Service 
Library Science 
Vocational Training 
Physical Training 
Nursing 
Pharmacy 

Business Administration 
Technology 







of Additional 




1969-71 


1971-73 


Students Per 


Percentage 


Biennium 


Biennium 


Faculty MBmber 


Increase 


19-1 


24:1 


5 


26.3% 


19M 


23:1 


4 


21.1 


10:1 


12:1 


2 


20,0 


19.1 


24:1 


5 


26.3 


9:1 


llil 


2 


22.2 


16il 


17:1 


1 


6.3 


12:1 


15:1 


3 


25.0 


14:1 


17:1 


3 


21.4 


]2t] 


17rl 


5 


41.6 


ISM 


21:1 


3 


16.7 


18il 


20:1 


2 


11.1 


19:1 


22-1 


3 


15.8 


7-1 


8:1 


1 


14.3 


12:1 


14:1 


2 


16.7 


19:1 


24: 1 


5 


26.3 




15:1 


HI 
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Table C-4 



Comparison of StudenHFaculty RaHos in the 1969-71 Formula for Faculty Salaries 
with Ratios in the Recommended Formula for the 1971-73 Blenniumg 

(Graduate) 



Studant-Facult)^ 

Ratios increase In Praductivit)^ 

^ of Additional 



Masters & Special 


1 QAQ 7 1 
1 tOt=/ I 


1 971 -7*^ 


^tiiH^nft P^r 


Percentage 


professional Program 


Bienn lum 


H ■ ^ Ir^ It 


Pafiiltv Member 


Increase 


i ^1 i A ^ 

Liberal Arts 


1 U: 1 


lOl 1 


n 

O 




Science 


A. 1 

o: 1 


Ql i 






Fine Arts 


A. 1 
0| 1 


ft. 1 




33*3 


Teacher Education 


1 n 1 


1 Dl 1 






Agriculture 


fl. 1 


9^ 1 


1 

1 


12.5 


Engineering 


A* 1 

O! 1 


W . i 


2 


33.3 


Home Economics 


Q 1 


1 i : 1 


%i 




Low 


25.1 


30; 1 


5 


20.0 


Social Service 


6:1 


8:1 


2 


33.3 


Library Science 


8il 


ihi 


3 


37.5 


Veterinary Medicine 


6i1 


4:1 


^ 




Nursing 


6:1 


7.1 


1 


16.7 


Pharmacy 


6:1 


8il 


2 


33.3 


Business Administration 


lOil 


13i1 


3 


30.0 


Optometry 


10:1 


10-1 


•> 




Doctoral Program 










Liberal Arts 


5il 


6il 


1 


20.0% 


Science 


4il 


5-.1 


1 


25.0 


Fine Arts 


4i] 


4:1 






Teacher Education 


5:1 


7:1 


2 


40.0 


Agri culture 


4i] 


5:1 


1 


25.0 


Engineering 


4il 


Sil 


1 


25.0 


Home Economics 


4:1 


6:1 


2 


50.0 


Veterinary Medicine 


4:1 


4:1 






pharmacy 


4:1 


4:1 






Business Administration 


4il 


5:1 


1 


25,0 
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FOOTNOTES 

Appendix C 



State of TeKQl, Coordinating Board, Texas College and University 
System^ Eitabliihmant of Formulai and Definitions of the Elemanti of InsHtutionai 
Cost. Report of the Spaciel Study Committee on Finance, Faeillties, and Ad= 
mlnlitrative Services^ February 14, 1966, p. 2, 

Coordinating Board, Texas College and University System, Designa- 
tion of Formulas , Policy Paper 9, Juna 1970, p, 10. 

^ Ibid., p. n. 

^ Ibid, 
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Appendix D: 
The Maximum Intrinsic Ratio (MIR) 
Internal Allocation Formula— California 
State University, Hay^vard 



An appreqch labajed "Maximum Infrrlnilc Ratio" (MIR) hai and will con^ 
tinue to be analyied by the Asioeiste Deani of each of tha schools and the 
Committee on Academle Resources* The genarQl approach is to compare the 
actual student^faeulty ratio of a given pregram t© a theoretical itudent-faculty 
ratio which would be generated If all classei for the program were enrolled to 
the Staffing Formula breaking point 



* The MIR approach does not depend on the breaking point concept of 
the ©Id Staffing Formula. Only a definition of maximum class enrollments Is 
required* Variatl©ns from the old limits have been proposed and approved when 
based both on sound currlculor and budgetary considerations. However, until 
the unlvefilty can obtain faculty positions under the program budgetary type of 
condition that the old Staffing Formula allowed for, course additions and/or 
class sizes are involved* Current policy dictates that the sahool MIRs shall not 
decline below their current levels until budgetary relief is forthcoming from the 
state * 

Source of Appendix; California State University, Hoyward, memorandum* 

SUBJECT; CURRENT AND FUTURE PROBLEMS WITH 
FACULTY BUDGETS AND THE DEVELOPMENT OF 
THE MAXIMUM INTR[NSIC RATIO CONCEPT, 
Doted January 10, 1973, (The appendlK is a direct 
quotation of 0 portion of the memorandum*) 



263 



279 



For example^ d department offering only C2 cnuriei (breaking peint 
enrollment ©f 50) would have a ratio of 40 FTE per faculty position (12 wtu/ 
15ic + .80, .80 X 50 " 40 FTE)^ whereas ©ne offering only C4 courses would 
have a maKlmum poiilble ratio of 24i1 * Another program having offerings ©f 
equal numbers of C2 and C4 classei would be 32i1 or the midpomt betwean the 
C2 and C4 maximums. The darived rati© can be assumed for a given quarter to 
reflect Intrinsic cost of the program in speaking of the potential faculty con- 
tact with the numbers of students and generation of student units. Stated dif^ 
ferently, d maximum ratio can be derived from the mix of courses by using their 
average weighted capacity of m^lmum enrolled students per course. It is 
obvi©us that the Maximum Intrinsic Rati© may fluctuate to a certain extent fr©m 
quarter to quarter. The primary use ©f the Maximum Intrinsic Rati© is t© develop 
a suggested measure f©r the dllocatian ©f faculty far the appraachlng academic 
year (Table 

Table D»l 

Suggested A!l©cytl©n of Faculty Using MIR - Hypothetical 



Dept. 


Program 
(courses) 


MIR 
(12/15 X 
class cap.) 


Actual 
Ratio 
Target* 


Pro- 
jected 
FTE 


Fdculty Po$iti©ns 
Suggested fer Next 

Academic Year 
(FTEAdrget Rati©) 


A 


C"2 courses 


40/1 


32/1 


300 


9,4 




only 








10,4 


B 


C=4 courses 


24/1 


19.2/1 


200 




only 











* Assume 80,5 percent of seats in all classes must be filled ©n 
the average In ©rder to attain the budgeted FTE, A uniform 
percentage target for all departments may not be desirable, 
However, targets less than 80,5 percent for some preg rams must 
be balanced with reQliitlc increases for ©thers If the university- 
wide FTE is to be attained. Here, currfcular and instructional 
consideratlans can change n©rms, even against a stringent 
budgetary backdrap, 
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In this hypethetlcal axample/ the target ratio (80.5 parcent of MIR) of 
a current academic year Is compared to the actuol studant-foculty ratloi pro- 
duced by enrollments. The eomporlson of the actual ratio with the target ratio 
maasurei the need for faoulty. For example; as previously stated; if we had 
attained our budgeted FTE, 80,5 percent of all saati In all classes would have 
enrolled itudents, and If this percent were uniform for all programs^ all would 
have an actual student-faculty ratio that would be exaetly 80.5 percent of the 
Maximum Intrinsic Ratio (the target). On the other hand, asiuming Identical 
growth ratei; departments that exceed the 80,5 percent norm would appear to 
require more faculty than th,ose not attaining 80*5 percent. 

An additional analyili has been mode of the relative demand for courses 
having differing staffing formula claisincatlons with the view to the possibility 
that an equivalency factor may be developed to better iniure equitable faoulty , 
allocations. The need for the analysis came from on obiervatian that C4 courses 
taken ai a group always attain a higher paroentage of the Maximum Intrinsic 
Ratio than do C2 courses. The reason for this differenoe Is not apparent at this 
time; although one speculation might be that a somewhat constant number of 
students attempt to enroll In most coursei resulting in on automatic higher attain- 
ment of the C4 MIR; which Is 24/1; than for the C2 MIR (40/T), A higher per- 
centage attainment of MIR as the MIR ratio decreases was for the most part sub- 
stantiated by further analysis. All C2; C4; C5, and C16 courses were included 
In the analysis and represented 82 percent of all regular courses offered in the 
fall quarter of 1972. 

These differential targets will be Incorporated In the suggested faculty 
allocotlon for 1973-74, This Is eonslstent with the notion that a high co^ of a 
program (Low MIR) should attain a higher percentage of its MIR than a low eoit 
program (High MIR), It should be noted also that so-called low cost programs 
have a greater ability to absorb student PTE when available than do high cost 
programs, 
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What impact and advantages does this new approach have over the old 
approach labeled Apparent Staffing Need (ASN)? First, the criteria embodied 
in the old Staffing Formula usad to develop ASN will be compared to the gen- 
eral criteria in the proposed new approach \Maximum Intrinsic Ratio)* Of the 
three criteria, only the first one * * * is substantially changed. That is, 
the same FTi growth factor and breaking-point concept are used in 
both approaches; and courses in several departments having a few majors ' 
are immunized against the analysis and the faculty required to maintain or 
begin an essential program will be allocated separately. The essence of the 
change is to eliminate the minimum limits of 13, 10, and 5 as for as the analysis 
is concerned (please note 13, 10, and 5 is still at this time a systemwide nomn) 
ond replace it with actual student enrollments. As a mathematical measure, 
actual enrollments present a much finer gradation or spread ©f values, soy I 
through 50 for C2 courses/ then either a 13 or a 10* As previously stated, the 
loss of the ©Id Staffing F©rmula, decreasing support budgets, increasing the 
overall $tudent=faculty rati© (packing of more students Into Individual classes) 
requires a more sensitive way of viewing faculty allocations* With hindsight wa 
can relate that if this new approach had been used ond accepted in allocating 
for 1972»73 Instead of ASN, the all©cati©n would have better anticipated the 
shift in student interest tcwards professional programs, a trend which, as earlier ■ 
stated, began in 1975* 

The new analysis has helped to Illuminate and sharpen the difficulties In 
an institution given an arbitrary, high student^faculty ratio at a time when stu^ 
dents are shifting their attention from liberal arts towards professional programs* 
Although the relative merits of the two approaches or any other approach that 
may be proposed will be tested on a continuing basis, no allecotion based en- 
tirely on a mathematical analysis can be completely rational or just, for the 
production of PTEs is not an end in Itself. In this regard, as In the past, the 
schools will modify a formula allocation to them when overriding curricular 
and personnel issues arise. 
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